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Corporate diversity 
Fashionable label, 
old fashioned practice 
Lucy Keiiaway, Page 7 
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Blood clot 
From pig oj^pl 
to gene splicing 
Inside Track, Pag 




Raymond Gsimsrfin 
Merck’s ‘nice guy’ 
didn’t come last 
Profile, Page 7 


Class of ’69 

Berkeley MBAs 
look back 
Page 10 


WORLD NEWS 


US government 
attacks European 
proposals to control 
airline alliances 


The US government has told Karel 
Van Miert, the European Union 
competition commissioner, that his 
proposals for regulating transatlan- 
tic air affiances would reduce com- 
petition and increase fares. 

Page 16 


BUSINESS NEWS 


Vickers holds talks 
with Ford over 
Cosworth engines 
group sought by VW 


End in sight for Danish strike 

. Hopes of an end to the week-tong 
national strike in Denmark rose 
after .employers and union leaders 
called in the state industrial rela- 
tions arbitrator. Page 4 


brad talks to test Washington 
Washington’s commitment to the 
Middle East peace process w9l be 
tested in London today when 
Madeleine Albright, US secretary of 
state, holds talks separately with 
Israeli and Palestinian leaders. 

Page 16 


Martin Bonuann’s body identified 
A body unearthed on a Berlin 
building site over 20 years ago has 
■ been Identified by DMA teste as 
being that of Martin Bomtann, 
Adolf Hitler’s right-hand man. 


Cfinton faces more IMF obstacles 
US President Bill Clinton's attempt 
to get congressional approval of a 
$1 7.9bn contribution to the Inter- 
national Monetary Fund has run 
brio obstacles among the bill's 
Democratic supporters rn the 
House of Representatives. Page 4 


ifl( protest over copyright fisting 
Hong Kang has protested against 
a decision by the US to keep the 
territory on its Intellectual copyright 
watch list, despite recent high- 
profile steps to crack down on 
piracy. Page 5 


Emu could widen pay differenti al s 
Employment reforms likely to 
. follow the launch of the single cur- 
rency oould increase pay differen- 
tials in countries joining European 
economic arid monetary union, 
according to research about to be 
published. Page 3 


World Bank is tot water over dam 
A row is brewing over an apparent 
attempt by the World Bank to play 
down a critical report from its inter- 
nal inspection panel about the 
harmful effect on local communi- 
ties of a Latin American dam It 
helped finance. Page 4 


Vickers. UK engineering group 
planning to sen Rolls-Royce Motor 
Cars to carmaker BMW of Ger- 
many for £340m, has talked to 
Fbrd about a possible partnership 
wfth Vickers' Cosworth spectafist 
engines group, which makes 
engines for Ford's rating business. 
BMW does not want to buy Cos- 
worth. but Volkswagen of Germany 
hopes to buy aU or part of it as 
part of a rival bid for Rolls-Royce 
Motors. Page 17; Rover changes 
gear. Page 18 


Swiss Re aid Zurich Group, 
Switzerland's top insurance com- 
panies. reported sharp rises in 
annual profits, helped by big 
investment gains and low Insur- 
ance claims. Page 20; Executives 
quit Zurich Group, Page 21 


Generate de Banque, Belgium’s 
biggest bank, will hold a meeting 
today on plans for a merger with 
Fortis, Bolgo- Dutch financial ser- 
vices group Page 20 


Scania Swedish heavy buck maker, 
plans an administrative overhaul in 
a bid to raise its international mar- 
ket share. Page 15 


Tttyssen Production Systems, 
machine tool arm of the German 
engineering and steel group, Is 
spending SlOOm on a new family 
of tool systems. Page 19 


Ams terdam stock exchange is to 
relax Its listing rules to enable it to 
provide a base tor capital-intensive 
international projects and compete 
better with other markets. Page 20 


American Express, us financial . 
services group, is to acquire 
accountancy firms in several US 
cities as part of a big expansion 
Into toe sector. Page 1? 


Caterpillar, US earthmoving 
equipment maker, Is to produce — 
combine h a rvesters at a plant In 
Sarpy County, Nebraska, in a deal 
with German agricultural equip- 
ment suppfier Class. Page 21 


Rear Channel, US group whose 
£446m (S745m) agreed bid for UK 
outdoor advertising company More 
Group was topped by Decaux of 
France, extended the timetable for 
accepting its bid. Page 18 


Venezuela cafe for restructuring 
Venezuelan central bank officials 
are calling for a restructuring of toe 
country’s foreign debt payments 
and are studying a new package of 
monetary and fiscal measures, 
amid growing capital flight. 

Page 4 


UK faces gun embargo inquiry 

The government’s ethical foreign 
policy faces an awkward test In the 
Inquiry Into allegations that UK 
toms were sold to Sierra Leone in 
defiance of a United Nations 
embargo, but with the aim of help- 
tog restore democracy. Page 6 


Brazil reforms exchange policy 

Brazil has initiated a substantial 
change in Its exchange rate policy 
by widening the narrow band in 
which its currency, the Real, trades 
against the US dollar. Page 4 


Louvre shat after theft 
.Police closed the Louvremuseum 
to Peris and conducted body 
. searches of visitors following toe 
theft of a landscape pointing by 
French artist Camille Corot. 


Nationwide, the UK’s largest 
building society, plans to use the 
Internet as a low-cost way of 
expanding into continental Europe. 

Page 18 


tudicape, diversified trading 
company which is splitting Into 
three parts, is understood to have 
received expressions of Interest in 
its Latin American bottling opera- 
tion from Chilean rivals. Page 18 


Matrosa Resources, UK on aid gas 
management company, is to rail up 
its production partnerships through 
an ail-share offer and seek a fufl 
listing. Page 18 


LucasVarSy, Anglo-American car 
pots group, was named company 
of toe year among General Motors’ 
30,000 suppliers. Page 19 


World Equity Markets 


The latest bawls and data from mare 
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EU deal puts single currency to test 


Fears that interest rates will rise after weekend compromise on European Central Bank job 


By Lionel Baber and Wolfgang 
Mnnchau to Brussels and Robert 
Chats in London 


j .. . 


Europe’s single currency faces a 
critical test of credibility this 
week after a braising weekend 
compromise over the appoint- 
ment of Wim Dmsenberg as pres- 
ident of the European central 
bank. 

Financial markets will scrutin- 
ise reaction to the deal which 
involves Mr Duisenberg. the 82- 
year-old Dutch central banker, 
“voluntarily” stepping down 
around half-way through his 
eight-year term. 

Several analysts said yesterday 
that the impression of political 
interference could encourage 
European central bankers to 
assert their independence and 
raise interest rates. 

Markets will also he watching 
the fall-out in Germany where 


the opposition Social Democrat 
party denounced the compromise 
as a breach, of the Maastricht 
treaty, which guarantees an 
eight-year non-renewable man- 
date. 

Hans-Olaf Henkel, president of 
the Federation of German Indus- 
try, caned the deal a "foul com- 
promise'’. He added: “The envis- 
aged job sharing casts a shadow 
□ver the much-vaunted central 
frflnk independence." 

Jose Maria Gil-Robles, presi- 
dent of the European Parliament, 
which wiU hold confirmation 
hearings oh the presidency and 
five other EGB board appointees 
at the end of the week, also con- 
demned the deal as violating the 
Spirit of the treaty. 

Helmut Kohl, the German 
chancellor, insisted that Mr Duis- 
enberg was the best candidate 
and the treaty remained intact A 
summit deadlock would have 
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created uncertainty in the finan- 
cial markets, he added. 

However, one of Mr Kohl’s top 
economic advisers attacked the 
deal yesterday. "This is not a 
great start,” said Juergen 
Donges, a member of the German 
government's council of 
economic advisers. 

Mr Chirac precipitated the 
crisis late last year by nominat- 
ing Jean -Claude Trichet, gover- 
nor of the Bank of France, for the 
ECB job. But he failed to obtain a 
precise date for Mr Duisen berg's 
departure and only a political 
commitment that Mr Trichet 
would be successor. 

- Under the deal, Mr Duisenberg 


made a declaration In from of the 
15 beads of government of the EU 
that he wonld stay “at least” to 
see through the transition 
arrangements for the introduc- 
tion of euro notes and coins 
which is due to be completed by 
July l 2002. . 

He declared the decision to 
take early retirement was his 
alone and cited his age as the 
reason. 

EU leaders appointed five other 
executive board members whose 
qualifications and expertise won 
immediate applause among 
analysts and central bankers. 

The key post of chief economist 
seems certain to go to Otmar 
Issing, the senior Bundesbank 
executive. Mr Issing will serve a 
full eight-year term, which 
analysts said should boost confi- 
dence in the Frankfurt-based 
ECB. 

Alison Cottrell, international 


economist at PaineWebber. the 
US broker, said: “You have a cen- 
tral bank which is likely to assert 
itseir. That all adds up to a 
strong euro.” 

Some analysts thought mone- 
tary' officials would seek to shore 
up their credibility with a co- 
ordinated interest rate increase 
in the core European economies, 
perhaps before the German elec- 
tions in September. 

The deal “if anything hastens 
higher interest rates”, said 
Darren Williams at SBC Warburg 
Dillon Reed. 

Kim Schoenholtz, chief econo- 
mist at Salomon Smith Barney', 
disagreed. “Policymakers will not 
want to be seen overreacting." he 
said. 

“The deal will delay the credi- 
bility of the ECB. not derail it." 
argued Avinash Persaud, 
currency economist with JP 
Morgan in London. 


Chirac laughs off suggestions of farce 


French president 
says no quarrels 
during ECB deal 


By Lionel Barber aad Robert Graham 


They were not the sort of words 
normally associated with historic 
decisions: “Do not laugh.” 

But that is what President Jac- 
ques Chirac of France felt he had 
to say to journalists who bad just 
heard him trying to defend the 
deal on the appointment of the 
president of the European Cen- 
tral Bank. 

It was in the early , hours and - 
Mr Chirac and Chancellor Hel- 
mut KoM of Germany were brief-- 
mg reporters on the marathon 
summit. 

The reporters were being told 
that Who Dmsenberg. the Dutch- 
man, had “voluntarily” decided 
to serve a shortened term as ECB 
president to make way for Jeau- 
Claude Trichet, governor of the 
Bank of France. 

Mr Chirac said there was “no 
reason" for their laughter. 

Mr Kohl, who admitted to hav- 
ing been in a “dog-fight* with the 
French president over the terms 
of Mr Duisen berg's early depar- 
ture, ploughed on regardless. 

German journalists were nota- 
bly hostile. 

Some claimed the deal violated 
the Maastricht treaty, others 
accused Mr Kohl of being too soft 



A hands-on rel ati onship: Wira D uisenb erg, left, is congratulated by Jean-Cbnide Trichet after the ECB deal was announced yesterday 


Picture: Reuters 


■wittrthe French and of “playing 
tricks” with the terms of mone- 
tary ration. 

One prominent German televi- 
sion journalist said: “We have a 
saying in German: Jn Geldsachen 
sachlich (Don't mess with 
money)." 

The French president sought to 


protect Mr Kohl from the fall-out 
of the row. saying: “This was not 
a Franco-German quarrel but a 
Franco-Dutch problem." This 
convinced no one as Kohl had 
already said how tough the meet- 
ing had been. 

Despite the best efforts of his 
daughter, Claude, who works as 


his ima g e consultant, Mr Chirac 
put on a stumbling, irritated per- 
formance. 

Justifying the need for a 
Frenchman to head the ECB. he 
said: “One has to defend one’s 
own interests - we are in a sys- 
tem of Europe of nations where 
each nation defends its inter- 


ests." This statement prompted 
Dominique Strauss -Kahn, the 
French finance minister, to hur- 
riedly pass a message to Mr Chi- 
rac. who then corrected himself 
by saying: “A Frenchman isn't 
there [at the ECB] to defend 
French interest but to run the 
money." 


PowerGen in merger 
talks with Houston 


By Andrew Edgecfiffe-Jotasoa 


PowerGen, the UK's second 
largest generator, has begun 
detailed merger talks with Hous- 
ton Industries of the US, which 
could create a £10bn ($i6-7bn) 
group and meet each company’s 
tr ansatlan tic ambitious. 

Advisers are believed to have 
found ways over two significant 
hurdles: the difficulty of retain- 
ing both companies' stock mar- 
ket listings In their home mar- 
kets, and the US law preventing 
non-US companies from holding 
nuclear assets such as Houston's 
nuclear generating plants. 

Ed Wallis, PowerGen’s chair- 
man, was on holiday in Fiance 
yesterday, apparently confirming 
that no deal Is imminent How- 
ever, both groups' advisers wd 
be watching PowerGen’s share 
price closely when trading 
resumes on Tuesday to see 
whether a stock exchange 
announcement Is necessary. 

Neither company would com- 
ment yesterday, but it is under- 
stood that the talks are still sev- 
eral weeks freon completion. 

News of the talks with Houston 
comes days after market specula- 
tion that PacifiCorp, the frus- 
trated bidder In the race for 
Energy Group, may seek a deal 
with PowerGen instead. 

It is believed that JP Morgan 
and Merrill Lynch are advising 
Houston, and that they are 
attempting to structure the 
planned merger to allow Power- 


Gen to retain its FTSE lOG fisting 
and to enable Houston to keep its 
place in the Standard & Poor’s 
500 index. 

Previous attempts to retain two 
listings for a merged US and UK 
company have fallen down on the 
risk that the merged entity could 
end up paying tax twice. 

The restrictions on foreign 
groups owning US nuclear assets 
are also thought to be surmount- 
able, but it is not yet clear 
whether Houston would have to 
dispose of its nuclear generating 
plant for the deal to succeed. 

Houston Is known to have 
researched the UK electricity 
market thoroughly, having 
walked away from a £L74bn bid 

for Norweb when its offer was 

tramped by North West Water in 
October 1995. 

Like many US utilities, it is 
keen to learn from the UK's expe- 
rience of competition to prepare 
for deregulation In the US mar- 
ket It is not yet known how Don 
Jordan, Houston's long-standing 
chairman, would divide responsi- 
bilities with Mr Wallis. 

PowerGen has also been eager 
to form- a vertically integrated 
power group by acquiring a 
regional electricity company in 
the UK. but its attempt to buy 
Midlands Electricity was blocked 
by the last government 

It is unclear how a merger 
between PowerGen and Houston 
would affect their chances of 
buying a regional electricity 
supplier. 
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Central Bank board to make an early start 


By Wolfgang Muncttau 
in Brussels 

The European Centra) Bank 
will be formally set up later 
this month, several weeks 
earlier than originally expec- 
ted. according to a senior 
European monetary official. 

The timetable has been 
moved forward to allow the 
ECB to clear the backlog of 
decisions needed to ensure 
that economic and monetary 
union can start on schedule 
next year. The backlog arose 
out of the long delay in the 
appointment of Wim Duisen- 
berg as president. 

The ECB Is to hold its Gist 
council meeting an June 2, 
to be attended by the six 
members of its executive 
board and the 11 central 
bank governors of the coun- 
tries participating in Emu. 
The board will allocate the 
key internal jobs. Officials 
indicated that the ECB 
might then also determine 
its monetary policy strategy. 

The decisions emerged 
after the weekend summit at 
which EU leaders named the 
countries adopting the euro. 


set the bilateral conversion 
rates of the currencies par- 
ticipating in Emu, and chose 
the ECB's executive board. 

Otmar Isslng, a member or 
the Bundesbank’s executive 
board, is to become chief 
economist of the ECB. As 
the only member of the 
board to be appointed for a 
full and unambiguous eight- 
year term, Mr Isslng, 62. is 
widely expected to emerge as 
the single most dominant 
figure in the ECB's power 
structure. A highly 
respected academic and cen- 
tral banker, Mr Isslng holds 
no political affiliation. 

Wim Duisenberg. 62. has 
also been formally appointed 
for an eight-year term. But 
his "voluntary” declaration 
that be intends to step down 
after the transitional 
arrangements for the intro- 
duction of euro banknotes 
and coins sends a strong sig- 
nal that he will serve a term 
of approximately four years. 

Formerly Dutch finance 
minister and governor of the 
Dutch central bank, he took 
over as president of the 
European Monetary Institute 








M ■ 

■m - 




being (left) becomes chief economist; Hamatalnen (centre) and Noyer are also on the board 


(Emi), the Frankfurt -based 
predecessor of the ECB, last 
summer. 

EU monetary officials 
acknowledged yesterday that 
Mr Duisenberg's statement 
might have tarnished 
the ECB's credibility In the 
short run. “The upshot is 
that we have a first-rate 
team of central bankers, who 
have ail been working 
together for years. This 
thing will not derail us,” 


one official said. 

The ECB's vice-president 
will be Christian Noyer, at 
47 the youngest member of 
the board. Mr Noyer is a for- 
mer French treasury direc- 
tor. and until recently 
headed the Paris Club of 
western creditor nations. His 
appointment is for four 
years, in line with the ElTs 
1992 Maastricht treaty. 

Of the three other appoint- 
ments. the best-known is 


Tomasso Padoa Schioppa. 57. 
an Italian economist who 
wielded critical influence in 
the early phase of Emu. 
Appointed to a seven-year 
term. Mr Padoa Schioppa is 
chairman of Consob. the Ital- 
ian stock market regulator. 
He joined the Bank of Italy 
in 1968 and became director 
general for economic and 
finan cial affairs at the Euro- 
pean Commission in 1979. He 
was an influential member 


of the Delors committee, 
which drew up the blueprint 
for Emu in the late 1960s. 

Sirrka Haradldinen. 58. 
governor of the Bank of Fin- 
land. has been appointed tu 
a five-year term. The only 
woman on the ECB's board, 
she has a reputation as one 
of the toughest central bank- 
ers in Europe. She had also 
been considered a potential 
candidate for the top job if 
EU leaders had failed to 
nominate Mr Duisenberg. 

The least known appointee 
is Eugenio Domingo Solans. 
52, a board member of the 
Bank of Spain, who will sit 
for six years. He was previ- 
ously a professor or public 
finance in Spain. 

Under the Maastricht 
treaty', all appointments are 
non-renewable. 

EL" leaders also agreed at 
the summit that Mr Duisen- 
berg's successor would be a 
French national. They 
“noted" that President Jac- 
ques Chirac had formally 
proposed Jean-Claude Trie- 
het, governor of the Bank of 
France, for this job. Mr Trie- 
bet is expected to remain in 


his current job for the next 
four years. 

The six appointees to the 
board are to appear at the 
European Parliament in 
Brussels for nomination 
hearings on Thursday and 
Friday. They have been 
arranged so that Mr Duisen 
berg is to testify last The 
parliament has no forma! 
right of veto, but Mr Duison- 
berg has indicated that he 
would not serve if it voted 
against his appointment. 

Among the most difficult 
questions Mr Duisenberg 
will have to answer are 
whether he was pushed to 
make his statement, whether 
he drafted the statement 
himself or whether it was 
drafted on his behalf, and 
why he accepted an eight- 
year term of office in the full 
knowledge that he would not 
last to the end. 

After the parliamentary 
vote, EU heads of state will 
formally nominate the 
board. The nomination will 
automatically trigger the 
transformation of the Emi 
into the ECB. 


THE FRENCH AUTHORITY SLIP PING 

Chirac victory 
claims scorned 


THE GERMANS ATTACKS ON 'LAZY COMPROMISE' 


Disheartened Kohl may be punished 
at the polls by sceptical voters 


By Robot Graham in Paris 

When he is representing 
France abroad, there is an 
unwritten convention that 
French journalists give the 
president of their country a 
soft ride. 

But at the Brussels sum- 
mit good manne rs were set 
aside for an unusual display 
or hostility towards Presi- 
dent Jacques Chirac. 

Ignoring his obvious late- 
night tiredness at a press 
conference at the end of gru- 
elling negotiations, journal- 
ists questioned his negotia- 
ting tactics. At one stage Mr 
Chirac was even greeted by 
loud incredulous laughter 
and was prompted to utter 
an irritated: “Stop 
laughing!” 

This occurred when he 
sought to explain how the 
Dutchman Wim Duisenberg 
had “freely" made a state- 
ment agreeing to leave his 
eight-year appointment as 
president of the European 
Central Bank after four 
years. 

The meeting had been 
dominated by Mr Chirac's 
insistence that he would 
veto Mr Duisenberg unless 
he formally agreed to step 
down early in favour of 
Jean-Claude Trichet. the 
governor of the Bank of 
France. 

In this atmosphere Mr Chi- 
rac was hard-pressed to 
prove he had scored points 
for France, despite having 
secured a remarkably good 
deal with what one EU offi- 
cial termed "bully-boy" tac- 
tics. 

If France had not broken 
ranks and put forward Mr 
Trichet, ft would never have 
obtained a political pact to 
allow a Frenchman Into the 
top EU central banking job 
as soon as possible. Such a 


concession was important to 
Mr Chirac's twin concerns of 
offsetting domestic accusa- 
tions of surrendering sover- 
eignty and of countering 
German influence in Europe. 

Paris had already lost the 
site of the ECB to the Ger- 
mans at Frankfurt and had 
failed to persuade Bonn of 
the need for a permanent 
secretariat for the Euro-X 
council acting as a political 
monitor of macroeconomic 
policy in the euro-zone. 

His tactics will undoubt- 
edly placate elements among 
his rightwing supporters 
who are against the euro. 
But the rough handling from 
the press indicates some- 
thing more profound: a sense 
that his authority is on a 
downward curve. 

On top of mishandling last 
year's dissolution of parlia- 
ment and being unable to 
hold together the rightwing 
parties in opposition, he is 
now seen as unnecessarily 
irritating France’s key EU 
partners in what may prove 
a pyrrhic victory. 

This summit is likely to 
mark a turning point in that 
Lionel Jospin, the Socialist 
prime minister, will begin to 
pursue a more active per- 
sonal involvement in Euro- 
pean affairs. His low-key 
style is completely different 
from the bombastic bonho- 
mie of Mr Chirac, and in the 
last H months he has begun 
to establish a discreet but 
effective working relation- 
ship with other EU leaders. 

The government is expec- 
ted now to begin to behave 
as though the euro-zone is a 
part of the domestic political 
arena. In other words, the 
primacy in foreign affairs 
which the constitution 
assigns the head of state will 
become much more nuanced 
regarding European affairs. 


By Andrew Fisher in Frankfurt 

Helmut Kohl, the German 
chancellor, pushed aside his 
critics in his determination 
to proceed with European 
monetary union, but the 
weekend turmoil over the 
European Central Bank's 
presidency may yet rob him 
of the opportunity to lead 
Germany into the age of the 
euro. 

Mr Kohl is already facing 
an uphill struggle in his 
campaign to be re-elected in 
September’s general elec- 
tion. Unemployment is high, 
economic reforms have 
foundered and the public is 
tiring of his presence, espe- 
cially when compared with 
the younger and more popu- 
lar Gerhard Schr&der. candi- 
date of the opposition Social 
Democrats. 

But as the champion of the 
euro. Mr Kohl could still 
assert that a sceptical public 
needed him at the helm to 
ward off any misgivings 
about monetary union. After 
the much-criticised compro- 
mise in Brussels over the 
ECB presidency, that is no 
longer true. 

He looked tired and dis- 
heartened as he announced 
the deal under which Wim 
Duisenberg will be named 
ECB president and then step 
down half-way through his 
eight-year term. 

“An historical moment 
was overshadowed,” said 
Hermann Remsperger, chief 
economist at BHF-Bank. “It 
showed once again that poli- 
tics has primacy. It is regret- 
table this could not have 
been avoided." 

The bead of the Federation 
of German Industry. Hans- 



Time for decision: Italy's prime minister Romano Protfi (left) and Chanceflor Kohl check the time as 
they pose for a group picture early yesterday with President Chirac AP 

Olaf Henkel, attacked the elled along strongly indepen- tary realm, 
deal as a “lazy compromise”, dent Bundesbank lines Mr Duisenberg will be sue- 
“The ‘term-splitting’ that is would help overcome their ceeded by the governor of 
envisaged casts a shadow euro-reluctance. the French central bank, 

Since the compromise was against the wishes of the 
Bundesbank, which favoured Mr Duisenberg for a full 
term, the start of Emu has been clearly tarnished 


over the central bank's 
much-prized autonomy,” he 
added. 

For the German public, 
wedded to the D-Mark, the 


But the resistance of Jac- 
ques Chirac, the French 
president, to a full term for 
Mr Duisenberg has shown 
that national politics 


existence of an ECB mod- extends far into the mone- 


Jean -Claude Trichet 
Since the compromise was 
against the wishes of the 
Bundesbank, which favoured 
Mr Duisenberg for a full 
term, the start of Emu has 


clearly been tarnished. 

Voters will not lightly for- 
get this and are likely to 
bear in mind that Mr Schro- 
der has wanted - whether 
out of conviction or political 
opportunism - that the euro 
will not have an easy 
birth. 

Mr Kohl did at least 
ensure the ECB would start 
under the leadership of Mr 
Duisenberg. Moreover, the 
appointment for a full eight- 
year term of Otmar Isslng, a 
respected senior Bundes- 
bank director, to the ECB 
executive board will provide 
continuity as the new 
institution seeks to win 
credibility in the monetary 
sphere. 

“This is certainly a com- 
fort," said Mr Remsperger. 
Thomas Mayer, chief Ger- 
man economist at Goldman 
Sachs, said the new ECB 
board was impressive. But 
he thought the central bank 
might have to assert its inde- 
pendence from over-atten- 
tive politicians by being 
rather more aggressive when 
raising interest rates to keep 
inflation at bay after Emu’s 
start next year. 

“Thus the politicians have 
scored an own goal." Mr 
Mayer added. Financial mar- 
kets could react to the 
uncertainty over the ECB's 
start - and Mr Kohl's politi- 
cal future - by marking up 
the dollar this week. 

Whatever the wider 
impact, the ECB compromise 
will leave a sour taste. '“Con- 
vergence was the order of 
the day." said Mr Remsper- 
ger on the approach to Emu. 
“Now, at the final stage, 
divergence has broken out 
That worries me." 


WIM DUISENBERG'S STATEMENT 
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‘Of my own free will, not under pressure’ 


This is the full text, as 
reported by Associated 
Press, of Wim Duisenberg's 
statement to the EU summit 
announcing he will serve 
only part of the eight-year 
term as the first president of 
the European Central Bank: 

“I want to thank you for 


the honour of nominating 
me for the function of presi- 
dent of the ECB on this his- 
toric occasion. 

“I explained to the presi- 
dent of the European Coun- 
cil [the British prime minis- 
ter and s ummi t, chairman, 
Tony Blair] that I will, in 


view of my age, not want to 
serve the full term. 

“On the other hand. It is 
my intention to stay at least 
to see through the transna- 
tional arrangements for the 
introduction of the [euro] 
notes and coin and the. with- 
drawal of the national notes 


and coin in accordance with 
the arrangements as agreed 
at [the 1995 EU summit in] 
Madrid. 

“I wish to emphasise that 
(his is my decision,- and my 
decision alone, and it is 
entirely of my own free will, 
and mine alone, and . not 


under pressure from anyone 
that I have decided not to 
serve the full term fas the 
ECB president]. 

“Also in the future the 
‘ decision to resign win be my 
decision alone. 

- “This must be clearly 
understood." 


Bilateral conversion rates for crerencies of countries adapting the emu 
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The above irrevocable 
conversion rates for tee 
euro win be adopted by 
European Union 
governments, on a proposal 

from the European 


Commission and after, 
consultation with tee 


bilateral central rates of the' be used in det er m in i n g the 


currencies of tee member 


European Central Bank, on states which wBl adopt the 


January 1 1999. 

The currant Exchange 
Bate Mechanism (ERM) 


euro as their single currency 
on teat date - the first day 


irrevocable conversion . 
rates." 

The central banks of tee 


Stunt SMtetfraM . 

ensure through appropriate 
market techniques teat on 
December.31 1996 the 
market exchange rates are 


of Stage Three of Emu - will adopting the euro will 


11 member states which are equal to the ERM bilateral 


central rates shown above. 
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THE DUTCH 

Unhappy 
deal gives 
further 
twist to 
election 

By Gordon Cramb to Amsterdam 

The truncated term secured 
at the European Central 
Bank for Wim Duisenberg, 
the Netherlands' former cen- 
tral hank governor, creates 
difficulties fnr the Dutch 
government in the final 
stage of iL-mipulirnliii* fur 
elections on Wednesday, 

Wim Kuk, prime minister, 
presented the deal under 
which Mr Duisenberg will 
leave the post about halfway 
through his official eight- 
year term as a “success". 
But the Christian Democrat 
CDA, the main opposition 
party, said the reverse was 
true, and demanded debate 
on the issue in parliament. 

Fnts Bulkestem. lender of 
the free- market VVD party - 
main coalition partner of Mr 
Kok's Social Democrat PvdA 
- denounced the arrange- 
ment ns in conflict with the 
ElTs 1992 Maastricht treaty. 

In a TV interview Mr Bol- 
kestem avoided putting 
direct blame on Mr Kok. 
That would be difficult, as 
Gerrit Zalm, the VVD fin- 
ance minister, has been as 
involved as any in the tortu- 
ous negotiations on the post. 

Instead the party lender, 
the most strongly Euroscep- 
tic voice in mainstream 
Dutch politics, expressed dis- 
appointment that Germany's 
chancellor. Helmut Kohl, 
yielded to French pressure. 

Mr Bolkestein has become 
alarmed both at Lhe size or 
the euro-zone and tlie politi- 
cal Influences being brought 
to bear on bow it will oper- 
ate. But like must, he sees 
little alternative for the 
Netherlands, which derives 
its prosperity largely from 
trade within Europe. 

The VVD. which has won 
domestic support for its 
advocacy of sound state 
finances, enters election 
week beliind the PvdA in the 
polls, although both parties 
stand to gain a handful of 
seats. Together they could 
muster a majority in the 
lower house without the 
reformist D66. the waning 
third member of the govern- 
ment formed in 1994. D66 is 
projected to lose more than 
half its electoral backing. 

While each of the three 
says that renewing the cur-: 
rent coalition is the favoured 
option, they do not rule out . 
other permutations. Chief ^ 
among these would be an 
alliance between the PvdA 
and the CDA. its senior- 
coalition partner in sucoes- • 
sive cabinets of Ruud Lub- -• 
bers, Mr Kok's predecessor 
as premier. 

That possibility appeared 
to recede yesterday when, 
jaajrde Hoop Scheffer; new^ 
CDA leader, described the, " 
central bank outcome as a 
defeat for Mr Kok and a bad - 
start for Emu. He wants, a ; 
parliamentary session -to 
grill the premier on why Mr 
Duisenberg was finally 
obliged to concede he would 
not serve the full term. 

Mr Kok can assert that he 
ha« landed a Dutchman one! 
of Europe’s most important 
jobs until 2002. That 
improves on a record that, 
saw Onno Ruding. a former 
finance minister, lose out at-, 
the International Monetary^ 
Fund and the European; 
Bank for Reconstruction and ’; 
Development, while Mr Lui> ; 
bers himself failed to gain 
top slot at either the Euro-; 
pean Commission or Nato. ^ 
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Thankless weekend for chairman Blair 


ByRoMrtPastofli 




Bariy yesterday, Tony Blair 
emerged combative and 
self-righteous from a long 
day of bitter wrangling over 
the appointment of the first 
president of the European 
Central Bank. 

His stark message was 
that the UK, as the current 
holder of the European 
Union presidency, had saved 
Europe from botching the 
launch of the single cur- 
rency. 

Some might have consid- 
ered this a modest claim for 
the man who is advancing 
the cause of peace to North- 
ern Ireland and the Middle 
East But for once It did not 
go unchallenged. 

The 1 tail an prime minister, 
Romano Prndi, whom Mr 
Blair regards as s. friend, 
described the UK prime min- 
ister as “lU-preparecT for the 
rtmnrtc negotiations he had 
been chairing. 

Jean-Claude Juncker, Lux- 
embourg's prime minister, 
complained the UK govern- 
ment had not consulted 
widely enough In advance of 
the meeting. 

However, the truth Is that 


these countries, Including 
the UK, were peripheral to 
the main action. Yet again 
Germany and France were 
the dominating forces, while 
the Netherlands was 
squeezed between them. 

To be fair to Mr Blair and 
his chancellor, - Gordon 
Brown, they anticipated just 
such a debacle. Several 
weeks earlier. Mr Brown 
suggested that one of his 
senior officials. Sir Nigel 
Wicks, should act as the UK 
presidency's special emis- 
sary, moving from capital to 
capital to broker a deal 

However, the French and 
German governments 
insisted Sir Nigel was not 
needed. They were on their 
way to reaching agreement, 
they Bald. Indeed Chancellor 
Helmut Kohl arrived in 
Brussels convinced that an 
understanding existed 
between him and Wim Kok, 
the Butch prime minister, 
and Jacques Chirac, the 
French president. 

“It soon became painfully 
obvious that was untrue," 
said Mr Blair's spokesman. 
"We got there and found 
there were problems within 
delegations. It was a mess, 
but not because of our lack 


of preparedness." 

, la outline, the three main 
protagonists were, agreed 
that the Dutch candidate, 
Wim Duteenbera would be 
appointed, but would step 
down after approximately 
four years to moke way for 
the French candidate, Jean- 
Claude Trichet 

But there were sharp dif- 
ferences over how this 
arrangement would be for- 
malised. Mr Chirac wanted a 
specific date for Mr Duisen- 
berg's departure and a bind- 
ing commitment from him In 
the form of a summit state- 
ment. 

The Dutch, just ahead of 
national elections, were 
acutely conscious that in 
those circumstances their 
candidate would appear a 
lame duck. “They regarded 
it as a national humiliation," 
said a British government 
member. 

Meanwhile, Mr Kohl sud- 
denly became aware that his 
government coalition part- 
ners were unhappy at the 
suggestion that the euro was 
about to be launched with 
the central bank president 
treated as a political pawn, 
in clear breach of the spirit 
of the Maastricht treaty. 



"Kohl started to come 
under fire from Klaus KAnkel 
[foreign minister] and from 
Theo Waigel [finance minis- 
ter I, H said an EU official. 

“Wb had this weird situa- 
tion where Kohl would be 
negotiating with Blair, and 
then be would have to dis- 
appear for a few minutes to 
check out the views of Wal- 


ge] and Kinkel" said a UK 
government member, 

There were also signs that 
Mr Chirac's intransigence 
was putting strain on his 
relationship with France's 
Socialist prime minister, Lio- 
nel Jospin, and finance min- 
ister, Dominique Strauss- 
Kahn. 

Hour after hour passed - 


WAGE RATES IMPACT OF LABOUR REFORMS 








Regional pay differentials could increase 


By Hobard Adams, 
Economics Staff 


Wage rates for workers In 
countries joining European 
economic and monetary 
union may move further 
apart, rather than closer 
together, according to 
research, about to be pub- 
lished. 

David Shepherd, a pay and 
employment analyst at 
Industrial Relations Service 
consultancy, said: "Those 
expecting a general tendency 
towards the convergence of 
wage rates across Europe 
should not hold their 
breath-" 

Instead. Mr Shepherd 
argues, employment reforms 
likely to follow the launch of 
the single currency could 
cause pay differentials to 


move further apart between 
regions, as they have in the 
UK. 

Writing in the first issue 
of Emu - the Journal for 
business*, Mr Shepherd says 
that the stability pact 
adopted by members of Emu 
means governments will not 
be able to use currency 
devaluation or heavy public 
spending to reduce mass 
unemployment 

"They will be more or less 
compelled to promote labour 
market reforms In the drive 
for efficiency and competi- 
tiveness. 

“For their part, firms will 
continue to restructure and 
rationalise and push hard for 
wage flexibility, putting 
trade unions on the defen- 
sive," Mr Shepherd said, 

The Belgium-based Euro- 


pean Trade Union Institute 
published a report last year 
arguing that the single cur- 
rency would provoke wage 
comparisons across borders 
within Emu. Paul Mflrglnson 
and Keith Sisson, the 


harder, Mr Shepherd said. 
He quotes a briefing 
paper by the UK's Trades 
Union Congress, which 
said productivity, cost of liv- 
ing, tax and soda! security 
differences were also 


They will be more or less compelled 
to promote labour market reforms 
in the drive for efficiency 1 


report’s authors, said.^wage 
leadership" may emerge, as. 
pay settlements in some 
countries influence wages 
In other sectors and couh 
tries. 

But major differences In 
national conditions will 
make the unions’ task much 


Involved in setting pay. 

Mr shepherd points to 
wags bargaining in the UK, 
where labour market deregu- 
lation has led to a wide dis- 
parity of wages within an 
existing single currency 
acme. 

“It is .not unusual for 


national retailers, for exam- 
ple, to pay one hourly rate to 
staff working in [London's] 
West End stores, yet another 
rate in outer London and 
then to pay a variety of fur- 
ther local rates to staff work- 
ing in shops elsewhere in 
the country - despite the 
fact that everyone la 
paid In pounds sterling, “ he 
said. 

Other companies, such as 
banks, may pay clerical staff 
the prevailing local wage 
rate, but reward managers 
with salaries at the levels on 
offer in similar Industries 
throughout the UK. 

“This reflected the compa- 
ny's observation that almost 
all of its clerical staff were 
recruited locally, whereas it 
IS common for managers to 
relocate within the UK 


to develop their careers." Mr 
Shepherd said. 

The article agrees with 
research by Patrick Art us. 
chief economist for Casse 
des Depots et Consignations, 
the French financial institu- 
tion. 

Mr Artus concluded that 
Emu countries with strong 
productivity gains would 
have “higher nominal wage 
Increases, more Inflation, 
but nevertheless higher real 
wage Increases", because 
of distortions between 
industry producing traded 
goods and other areas of the 
economy. 

Emu - the Journal for busi- 
ness. Eclipse Group . 18-20 
Highbury Place, London N5 
1QP. 0171 854 S8SS. Annual 
subscription £395. 


STABILITY PACT _ 

Germans and 
French differ 
in approach 


The presidency: Biak (right) at the Brussels summit wBh Robin Cook, the foreign secretary Reuters 


and those prime ministers, 
from Italy, Luxembourg and 
the rest, who were not in the 
thick of the talks - became 
increasingly annoyed to be 
outside the main action. 

“It is hardly surprising 
they should attack us in the 
circumstances," said a Brit- 
ish official, "But 1 am not 
sure it Is altogether fair." 


By Robert (kaftan) In Paris and 
Wolfgang Muncltau in Brussels 

The “stability declaration" 
adopted by EU finance min- 
isters launching the single 
currency at the weekend has 
underlined the differing 
approaches of the French 
and Germans to economic 
and budgetary policy in the 
euro-zone. 

The language allows scope 
for varying interpretations 
and even confrontation. The 
Germans place emphasis on 
budgetary discipline as a 
condition of the euro's suc- 
cess, while the French stress 
that this objective must be 
balanced by the need to pro- 
mote growth and generate 
Jobs. 

The declaration will be 
important in providing the 
framework for the operation 
of the Euro-X council - the 
informal body comprising 
the finance ministers of the 
11 countries adopting the 
single currency, The council, 
due to meet for the first time 
on June 4. will be consider- 
ing budgetary policies of 
member-countries for the 
coming year. 

France is adopting the 
euro with the largest 1998 
budget deficit among tbe 11 
single-currency countries, 
equivalent to 2.9 per cent of 
GDP. Dominique Strauss- 
Kahn. the finance minister, 
has indicated he will aim to 
reduce this to around 2.3 per 
cent in 1999. 

But this still leaves a long 
way to go before achieving 
the balanced budget deemed 
desirable by the Bundes- 
bank. Only by balancing the 
budget will the rise in 
France's debt stock be Inver- 
ted, Currently the debt is 
close to the EU's self-im- 
posed ceiling of 00 per cent 
of GDP. 

Paris will hold out against 
pressures to use extra reve- 
nues from this year's strong 
economic recovery to prune 
the budget deficit. It believes 
such policies are entirely 


within the framework and 
spirit of the 1996 German-in- 
spired "stability pact" - 
which the French obliged EU 
leaders to rebaptise in 
December 1996 as the “stabil- 
ity and growth pact”. 

Finance ministers have 
agreed to coordinate budget- 
ary and economic policy co- 
ordination from July l, six 
months ahead of schedule. 
In particular, the deal alms 
to ensure that the tight fis- 
cal policies of the lost few 
years will be maintained 
throughout the next seven 
months until the formal 
launch of Emu. 

The Germans claimed vic- 
tory over this deal, which is 
based to a large extent on an 
initiative by Theo Waigel, 
the German flmincc minis- 
ter. In March. The new pro- 
visions aim to strengthen 
the previously agreed stabil- 
ity and growth pact. 

Tbe deal includes three 
key elements: 

• Member-states agree to 
reinforce budgetary consoli- 
dation if economic condi- 
tions turn out to be better 
than planned. This means 
that governments should use 
windfalls to cut deficits. 

• Countries with high debt 
ratios must redouble efforts 
to reduce overall debt levels. 
This dement applies espe- 
cially to Italy and Belgium, 
which have the highest debt- 
to-gross domestic product 
ratios among Emu's 11 par- 
ticipating states. These coun- 
tries are asked to run high 
levels of primary surpluses 
and adopt credible debt 
reduction programmes. 

• Each country agrees to 
submit national stability and 
convergence programmes by 
tbe end of i960 for mutual 
consultation. 

The finance ministers also 
reaffirmed the “no bail-out" 
rule, under which each mem- 
ber-state Is responsible for 
its own budgets and debt. 
They reaffirmed that Emu 
cannot be Invoked to justify 
crosK-border transfers. 
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Life Sciences means a new 
future for health and nutrition 
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in Life Sciences. 
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INTERNATIONAL 


NEWS DIGEST 

DANISH STRIKE 

Employers and unions 
call in arbitrator 

Hopes of an end to the week-long national strike (n Denmark 
rose yesterday after employers and union leaders called in the 
state industrial relations arbitrator. The two sides, locked in a 
dispute over a two-year wage deal and holiday entitlements, 
asked the mediator. Asbjdm Jensen, to Intervene after incon- 
clusive talks on Saturday. 

It was hoped a solution could be reached by midnight yes- 
terday which would meet workers' demands for improved pay 
and conditions, without inflating employers' wage costs. More 
than halt a minion Danish union members, ane-ftfth of the 
total workforce, have stopped work. The action has spilled 
over into neighbouring countries. Car and truck manufacturers 
in Sweden and Germany have halted or scaled back produc- 
tion after running short of Danish components, while airport 
workers In Stockholm have refused to service some long-haul 
flights diverted from Copenhagen. Tim Burt, Stockholm 

HONDURAS ECONOMY 


Sharp cut in company taxes 

Honduras has sharply cut company taxes as part of measures 
to stimulate the economy. Taxes on company profits are to 
reduced to 30 per cent this year and 25 per cent from 1999, 
from the present level of 42 per cent, a move the private sec- 
tor had been pressing for. 

However, sales tax has been raised from 7 per cent to 12 
per cent, except for basic goods and medicines, to try to cut 
the SI 35m budget deficit. Unions are protesting at the 
increase but Gabnela Nunez, finance minister, said prices 
would be kept in check by the lowering of import tariff barri- 
ers. The package, the first such reforms since President 
Carlos Flores took over in January, also included measures to 
boost the banana sector by cutting taxes on exports of the 
fruit James Wilson, Panama 


PAKISTAN CABINET 

Rift feared as minister quits 

Fears of rifts within the cabinet of the Pakistani prime minis- 
ter, Nawaz Sharif, were heightened at the weekend by the 
resignation of Gauhar Ayub Khan Khan, the foreign minister. 
The foreign ministry said that Mr Khan, son of late field mar- 
shal Ayub Khan, Pakistan's military dictator in the 1960s, had 
sought another portfolio. Privately, government officials said 
his departure followed a growing rift with Stddique Kan jo, the 
junior foreign minister who is closer to Nawaz Mr Sharif. 

Western diplomats said Mr Sharif was likely to announce a 
cabinet reshuffle within weeks in an attempt to improve his 
government's worsening image. Fartian Bokhan, Islamabad 


HILLARY CLINTON 

Congressman edited tapes 

A Republican congressman who released transcripts of confi- 
dential conversations involving Webster Hubbefl, the forma' 
Clinton aide indicted on tax evasion charges last week, edited 
out sections which appear to exonerate Hillary Clinton, the 
first lady, it emerged yesterday. 

Dan Burton, chairman of the House of Representatives gov- 
ernment oversight committee, on Friday published selective 
transcripts of confidential discussions between Mr Hubbell, 
his wife and his lawyer when he was serving a prison sen- 
tence on a previous conviction. The tapes suggest Mr Hub- 
bell. who used to work at the same Arkansas law firm as Mrs 
Clinton, may have withheld testimony about possible wrong- 
doing by the Clintons in the hope of a presidential pardon and 
to protect his wife’s government job. However, a previously 
unreleased excerpt obtained by a television station quotes Mr 
Hubbell as saying explicitly that Mrs Clinton "didn’t participate 
in any" wrongdoing. Mark Suzman, Washington 


CHINESE INDUSTRY 

Overtiaul for coal sector 

China is to overhaul its coal industry following sharp losses in 
the first quarter of this year due to a glut of coal, officials 
said. Zhang Baoming, director of the state coal industry 
bureau, said large coal mining corporations would be formed 
through mergers. Smaller mines were to be sold off, con- 
tracted out, merged or turned into share-holding companies. 

These measures, it s hoped, will reinvigorate the industry 
by cutting costs and raising efficiency. Some costs win be 
saved by dismissing workers; 150,000 are to be made redun- 
dant this year, on top of the 870,000 in the past five years. In 
the first quarter, the man coal companies reported a loss of 
Yn1.53bn (SlSOmj, compared with a profit of Yn210m in the 
same period last year. James Kynge, Beijing 


BASQUE ARRESTS 

Blow claimed against Eta 

Spanish police yesterday claimed a significant blow against 
the terrorist group Eta after four arrests in San Sebastian, a 
centre of the Basque area's separatist violence. Two men 
were held as they were setting up a grenade launcher outside 
a barracks in a suburb of the city, and a man and a women 
were subsequently arrested in a San Sebastian flat 
The four were understood to be members of the Eta com- 
mando known as Donosti - San Sebastian in Basque - which 
the interior ministry believes to be the sole organised unit cur- 
rently operated by the separatist organisation. In March police 
arrested Eta’s gunmen based in the province of Aiava and last 
year they rounded up the organisation's unit in the Vizcaya, 
the third Basque province. Tom Bums, Madrid 
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Row brews over bank role in dam 


By Mark Suzman fei Washington 

A row is brewing over an 
apparent attempt by the 
World Bank to play down a 
critical report from its inter- 
nal inspection panel about 
the harmful effect on local 
communities of a La ti n 
American dam it helped 
finance. 

Environmental activists 
have long claimed that the 
$8.5bn Yacyreta hydroelec- 
tric scheme on the Rio Par- 
ana river between Argentina 
and Paraguay violates World 
Rank protocols on the envi- 


ronment and the resettle- 
ment of indigenous people 
affected by its projects. 

But in a letter to con- 
cerned groups in February, 
Isabel Guerrero, acting 
vice-president for the Bank’s 
regional office tor Latin 
America the Caribbean, 
sai d a special report on the 
matter last September by the 
Bank's inspection panel 
showed no evidence of 
wrongdoing. “The Bank is 
satisfied with the conclu- 
sions of the report which 
confirm that the Bank's poli- 
cies on resettlement, the 


environment, co mm u n ity 
participation and all other 
areas were folly met and 
implemented in the Yacyreta 
case,” she wrote. 

The letter was published 
m the Paraguayan press by 
the Entidad Binacional 
Yacyreta. the joint Para- 
guayan/Argentine entity 
that oversees the project, as 
vindication of its actions. 

But the environmental 
groups claimed this was a 
misrepresentation of the 
panel’s finding and have 
called on the Bank to pub- 
lish the complete report. 


Telecom investors prepare 
to dial Africa’s number 

But the state-owned monopolies which have performed so badly 
have been left behind by new technology, writes Victor Mallet 


According to the confiden- 
tial study - a copy of which 
has been seen by the Finan- 
cial Times - the panel con- 
cluded the project suffered 
from "f undam ental prob- 
lems" Including “serious 
health hazards" with regard 
to meeting environmental 
and population resettlement 
goals. 

It stud meeting those extra 
liabilities would cost at least 
$130m and take until 2000. 

"Despite extensive but 
inconsistent supervision 
efforts, the Bank has failed 
to bring the project into 
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compliance with relevant 
panic policies and proce- 
dures due to a poorly con- 
ceived prqject design in the 
first place, compounded by 
changing standards and reg- 
ulations over time, bureau- 
cratic procedures and lack of 
financial resources." the 
report says. 

World Bank officials 
sought to play down the dis- 
crepancy between Ms Guer- 
rero's letter and the report, 
saying die had been refer- 
ring only to policies and not 
their effects. They admitted 
ther e were serious problems 



with resettlement of loom 

people, but said steps were * 
under way to correct than.?' 

The report follows a sqa.V 
rate inquiry by the inspec- 
tion panel into a $400m 
for an Indian power plant •- 
that also found the Bank had 
committed serious violations 
of its environmental and 
resettlement safeguards. " ' 

Both projects were ' 
approved and implemented 
before James Wolffensohu, f 
World Bank president, began 
his effort to reform the insti- 
tution and make it more . ' 
accountable. 
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W hen representatives of 
400 companies and 
dozens of govern- 
ments meet today for Africa 
Telecom 98, they will repeat 
the mantra of “African 
renaissance" - and proclaim 
the continent as the last 
unexploited territory for big 
telecom investments. 

Jay Naidoo, South Africa's 
minister for posts, telecom- 
munications and broadcast- 
ing. has even said the week- 
long exhibition and confer- 
ence is “one of the most 
Important events to be held 
thic millennium in Africa". 
It is being staged near 
Johannesburg by the United 
Nations' International Tele- 
communication Union (ITU). 

At present only one in 300 
people in sub-Saharan Africa 
has a telephone. As Mr Nai- 
doo is fond of saying, there 
are fewer phones in the 
region than in Tokyo. 

But if there is to be a 
renaissance in African tele- 
coms to match the still frag- 
ile economic recovery, it Is 
likely to result in the wither- 
ing away of most of the 


state-owned monopolies that 
have served the continent so 
badly for so long. 

The inefficient monopolies 
often could not meet demand 
even for basic land-lines in 
their own capital cities. Now 
they are being left behind by 
new technologies offered by 
foreign investors - including 
mobile telephony, satellite 
links and “wireless local 
loop" systems serving 
remote areas without the 
need for copper wire or glass 
fibre connections. 

Few of the old-fashioned 
state telecoms companies are 
prepared for the Increase in 
competition made inevitable 
by the worldwide telecoms 
liberalisation. Nor have they 
always grasped the implica- 
tions of the convergence of 
the technologies of broad- 
casting, voice telephony and 
data transmission. 

The ITU's African Tele- 
communication Indicators 
1998, published today, paints 
a sorry picture of state com- 
panies that have failed to 
meet demand for telephone 
services - even though this 


is a region where revenue 
per line re mains exception- 
ally high by world stan- 
dards. 

In several countries - 
including Malawi, Swazi- 
land. Sierra Leone and Tan- 
zania - would-be telephone 
users have to wait more 
than 10 years to be con- 
nected. according to the 
incomplete statistics labori- 
ously compiled by the ITU. 

In Guinea, the report 
shows, there are a remark- 
able 937.5 faults per hundred 
lines each year, which sug- 
gests that the average sub- 
scriber (there are only 16J&00 
of them) has nine or 10 
faults a year. Even Zimba- 
bweans suffer from 240 
faults per 100 lines annually. 

As for telephone penetra- 
tion, the wooden spoons go 
to the Democratic Republic 
of the Congo, with only eight 
main lines for every 10,000 
inhabitants, and Chad , with 
nine per 10,000. In South 
Africa there is more than 
one main line for every 10 
people, although the figures 
are heavily skewed towards 
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the white community. 

Figures such as these have 
whetted the appetites of the 
international companies 
exhibiting their wares in 
Johannesburg this week. In 
some countries, modernisa- 
tion with the help of new 
investors is already under 
way. The ITU notes that 
there were five privatisa- 
tions of African public tele- 
coms operators in 1996 and 
1997, compared with only 
one between 1990 and 1995. It 
also notes that a dozen 
nations have established 
independent regulatory 
agencies in the last two 
years. 

“The African mobile cellu- 
lar market is blossoming,” 
the report says, although it 
acknowledges this is partly 
because of the inadequacy of 
the ordinary network. Mr 
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Naidoo said last week that 
South Africa would grant its 
third licence to operate a cel- 
lular network before the end 
of this year. 

A day later, DSC Commu- 
nications of the US 
announced that Cel core, its 
cellular infrastructure divi- 
sion which specialises In 
smaller markets with low 
subscriber densities, had 
signed a contract to install a 
system in Lagos. Nigeria’s 
biggest city. 

But Africa is likely to 
remain a relatively small 
and difficult market for 
many years. Of the $95bn 
raised worldwide for tele- 
coms privatisation in the 
last four years, only $1.7bn 
was directed at Africa - 
most of that for South 
Africa. 

An international dispute 
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Democrat 
obstacle 
to IMF 
funding 

By Nancy Donne In Washington 

President Bill Clinton’s 
attempt to get congressional 
approval of a $175bn contri- 
bution to the International 
Monetary Fund has run into 
new obstacles among the 
bill's most vocal Democratic 
supporters in the House of 
Representatives. 

Congressman Richard 
Gephardt, House Democratic 
leader, and five other 
congressmen are demanding 
that the administration 
abandon efforts to change 
the IMF charter, which 
would extend the Fund's 
jurisdiction to the liberalisa- 
tion of capital movements. 
Otherwise, they say. they 
will withdraw their support 
for the US share of IMF capi- 
tal expansion. 

The amendment to the 
IMF charter was agreed dur- 
ing the spring meeting of the 
IMF and World Bank last 
month. 

The IMF legislation has 
passed the Senate but has 
been caught in a squabble 
among Republicans. 
Although Newt Gingrich, 
House speaker, told busi- 
nessmen last week that be 
expected a bill to pass in 
mid-summer, he Has called 
for new hearings and amend- 
ments which could delay it 
indefinitely. 

Democrats hoped the US 
would demand a different 
sort of change in the IMF. 
They want IMF loans to sup- 
port social safety nets to pro- 
tect those most injured by 
economic adjustment; educa- 
tion and training; core 
labour standards; democ- 
racy; and h uman rights. 

“Why single out enhanc- 
ing the mobility of capital as 
the only subject demanding 
enshrinement in the IMF’s 
charter when we share the 
objective of addressing these 
other important issues?" the 
Democrats said in a letter to 
Robert Rubin. Treasury sec- 
retary. 

“Adding a commitment to 
the completely free move- 
ment of capital exacerbates 
inequality unless it is accom- 
panied by policies that sub- 
stantially mitigate its 
impact" 

The group believes the 
change in the charter will 
result in the kind of rapid 
movements of capital which 
“greatly exacerbated the 
recent crisis in Asia". 
Instead, it said, consider- 
ation should be given to 
measures which restr ain 

capital volatility'. 


Brazil heralds shift in 
exchange rate policy 


By Geoff Dyer in Sao Paolo 

Brazil has started a process 
of substantial change to its 
exchange rate policy by wid- 
ening the narrow band in 
which its currency, the Real, 
trades against the US dollar. 

The trading band is to be 
broadened by a small 
amount every month, which 
In the long term will trans- 
form the closely controlled 
trading peg into a considera- 
bly more flexible exchange 
rate regime. 

In the first change to 
exchange rate policy since 
July 1995. the central bank 
hopes to reduce the rigidity 
of the system and make cur- 
rency speculation more diffi- 
cult The policy of a gradual 
and controlled devaluation 
against the US dollar has 
anchored the government’s 
economic stabilisation plan, 
which has reduced inflation 
from over 2.000 per cent a 
year in 1993 to single-digit 
levels last year. 

However, the policy has 


come under pressure, nota- 
bly in October during the 
Asian economic crisis, 
because of a sharp rise in 
the current account deficit 
last year and the continuing 
high budget deficit, and 
economists had begun to 
question its sustainability. 

The central bank said the 
change in policy was not 
designed to alter the rate of 
devaluation of the currency, 
which economists believe is 
10-20 per cent overvalued. 

“This has nothing to do 
with speeding up devalua- 
tion, said Dembsthenes Mad- 
urelra de Pinho Neto. the 
bank’s director for interna- 
tional affairs. "What we 
have done is to introduce an 
element of flexibility and to 
show the market where we 
are heading." Since 1995 the 
Real has traded against the 
dollar within a 0.5 centavos 
band, which is devalued 
around once a week to pro- 
duce an annual nominal 
devaluation of 7 per cent. 

The central bank will 


broaden the band by 0.1 cen- 
tavos every month so that 
after a year the band will be 
equivalent to 1.4 per cent of 
the value of the Real and 
wfll rise to 2.5-3 per cent in 
three years' time- “In the 
long term, this creates a 
cushion to protect against 
another Asian-style crisis,” 
said Mr Pinho Neto. In the- 
ory. the wider band 
increases the potential losses 
from speculating against the 
ReaL 

The central bank's timing 
Is designed to prevent inves- 
tor nervousness about the 
currency approaching the 
October general election. 
Some investment banks bad 
predicted the government 
would alter the policy after 
the election, which might 
have encouraged speculation 
before October. Some econo- 
mists believe the more flexi- 
ble currency regime could be 
used to slow the pace of 
devaluation, as this would 
create room for further cuts 
in interest rates. 


over US attempts to reduce 
settlement rates for interna- 
ttonal calls - which provide v 
man y African telecoms oper- 
ators with a substantial net 
income in dollars - has yet 
to be resolved. 

“Even with the most opti- 
mistic assumptions,” the ITU 
concludes, “fewer than one ' 
in 50 Africans will have 
direct telephone access by 
the end of the decade." 

Mr Naidoo, however, is 
enthusiastic about using 
telecoms as a tool for Afri- 
can economic and social 
development “This is not a . 
dream. It is not a fantasy. It 
is very much part of reality,” 
he says. “The feet that we * 
are among the least dev el- • 
oped countries in the world 
in terms of telecoms is not 
so much a disadvantage as j - 
an opportunity.” • V 
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Debt payments 
worry Caracas 


VX 


By Raymond Cofitt in Caracas 

Venezuelan central bank 
officials are calling for a 
restructuring of the coun- 
try's foreign debt payments 
and are studying a new 
package of monetary and fis- 
cal measures, amid growing 
capital flight. 

“If we don’t restructure 
the debt service payments in 
the near future. It would be 
an excessive burden on the 
capital and fiscal accounts," 
said Domingo Maza Zavala, a 
central bank director, at the 
weekend, echoing a similar 
proposal by the bank's presir 
dent on Friday. 

Venezuela faces a $2bn 
annual service payment on 
its Brady bond debt to 2000. 
According to a research 
report by SGC Warburg Dil- 
lon Read, Venezuela's inter- 
est payments cm foreign debt 
will increase as a percentage 
of total exports from 133 per 
cent in .1997. to 16.4 per cent 
in 199& The rising payments 
come as an -oil revenue 


shortfall, estimated at $4frbo 
for the year, has forced the 
government and the state- 
owned oil company PDVSA 
to cut costs and expend!- ■ 
tures by a combined £L5bn. 

Mr Maza also said tougher 
fiscal and monetary mea- 
sures were being studied to 
halt growing capital flight, 
which caused international 
reserves to plummet by 
more than $4bn in just over 
four months. Investor con- 
cerns about the budget drii- 
cit and the outcome of . 
December's presidential elec- 
tions sent the Caracas stocky 
exchange index to a 13-* 
month low of 6,104 last week. 
Raising interest rates for- . 
ther would be difficult- 
because of the “delicate situ- 
ation of certain commercial 
banks." said Mr Maxa. 

The announcements come 
as the government this week 
is to make its final proposal 
to the International Mone- 
tary Fund to reach an agree- 
ment it has been seeking for 
nearly a year. 
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Too soon to make light of Asia crisis 


By Fetor Montagues, 

Asia Editor 

Where the Asian crisis is 
concerned we can see some 
light at the end of the tun- 
nel, says Gabriel Singson, 
go v e r n or of the Philippines' 
central bank. "The only 
trouble is that we’re not sure 
if it’s the light of an 
approaching tram.** . 

Mr Singson Laughs to show 
his famous sense of humour 
has got the better of him, 
but if the joke hits home, it 
is partly because it reflects a 
widely prevailing sentiment 
at last week's Aslan Develop- 
ment Bank anmini meeting 
in Geneva. While deleg a te s 
were keen to suggest the cri- 
sis sparked by last year’s 
Thai baht devaluation is 
undo- control, there is also 
much unease about how 
quickly It will play itself out 

Above all, there is acute 
awareness of the depth of 
recession facing Asian coun- 
tries used to world-beating 
rates of growth. 

One fear is that the failure 
of the economies to recover 
will spark a new loss of con- 
fidence in flnatirial markets 
or cause governments to let 
up on the difficult task of 
economic adjustment and 
restructuring. 

Even gloomy growth pro- 
jections of the International 
Monetary Fund and ADB are 
regarded as for too optimis- 


tic by some. Thus the Insti- 
tute of International Finance 
(HF), a Washington-based 
think-tank fended by leading 
private sector financial insti- 
tutions, reckons Indonesia 
will see its economy shrink 
by 12.5 per cent this year. 

Even Malaysia, which is 
officially forecasting modest 
real growth, will see eco- 
nomic output fall by 2 per 
cent, while China’s growth 
next year will fall to 6^ per 
cent, well below the level 
seen by Beijing as necessary . 
to allow for reform of banks 
and state enterprises. 

"The credit squeeze is very 
severe and shows do sign of 
letting up," says Gregory 
Fager, the lip's Asian econo- 
mist Nor would lower inter- 
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est rates bring much relief, 
since the problem Is less to 
do with the price of credit as 
Its availability as the 
.region's banks struggle to 
provide for bad loans and 
rebuild their capftaL 
Nor has the much vaunted 
rebound of exports material- 
ised after Asia's devalua- 
tions' as companies remain 
deprived of working capftaL 
' Yet some international 
hankers are showing signs of 
impatience. Tbey warry that 
South Korea is becoming 
complacent about restructur- 
ing now that its currency 
and jreserves have recovered 
and that moment am ha« 
gone out of negotiations to 
solve the problem of Indon- 
esia's private sector debt 



The trick for the authori- 
ties at last week’s ADB meet- 
ing was thas to manage the 
mood - to prevent despair 
taking over while also fight- 
ing unrealistic expectations 
of how quickly the crisis 
could be resolved. 

And there was some good 
news to report. Sentiment 
should improve as a result of 
today’s IMF decision to 
resume lending to Indonesia. 
Korea has returned to inter- 
national bond markets and 
Thailand is expected to do so 
in the not too distant future. 

According to Hubert Neiss, 
director of the IMF’s Asia- 
Pacific department, most ele- 
ments of Korea’s rescue are 
in place: market stability has 
been restored, capital 
account liberalisation has 
been virtually achieved, and 
re s tr u c tu ring of the financial 
sector is on schedule. Only 
the fourth element - 
restructuring of large indus- 
trial groups - is to come. 

More significantly Mr 
Neiss confirmed the’ time 
was approaching when the 
IMF must reorient its Thai 
strategy to economic expan- 
sion now it has dealt with 
hanking problems. But pick- 
ing the moment involved 
some delicate choices. “If 
you hold on to re structur ing 
policy for too long you put 
the economy in difficulties. 
If you relax too early you 
lose the hard-won gains." 


Relaxation was always a 
matter of trial and error, Mr 
Neiss said, but it was easier 
to act on the fiscal rather 
than monetary side, as cut- 
ting interest rates always 
risked destabilising the 
exchange rate. Thailand, 
which has been crowding 
out the private sector by bor- 
rowing to support bank bail- 
oats, might find resources 
for fiscal expansion by bor- 
rowing abroad. 

Even in Indonesia, the 
gloom is not total Mr Cees 
de Koening, ABN Amro's ■ 
country chief in Jakarta, 
acknowledged that progress, 
on debt rescheduling was 
slow, but he said some entre- 
preneurs were repatriating 
assets from abroad to repay 
debts and there was also 
some evidence that trade 
finance was being restored 
to Indonesian companies. 

Whether improvement 
comes quickly enough is 
another matter. In the back- 
ground are continuing wor- 
ries about the weakness of 
China's economy and the 
disappointing market impact 
of Japan's latest package. 
More radical solutions could 
yet be needed to ease the " 
burden of private sector 
debt, while a yen collapse 
could still undermine the 
fragile calm that has desc- 
ended on Asia. Then Mr Sing- 
son's joke could turn out to 
he not very fenny after all. 
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II t Island deals 
'end south 
Pacific feuds 


By Gwen Robinson bn 
BoegatovfBe, Papua New Guinea 

Two extraordinary 
diplomatic breakthroughs m 
the past week have brought 
a new mood of peace to two 
of the south Pacific region’s 
most troubled islands: first, 
in the French territory of 
,*New Caledonia and second, 
,v on the island of Bougainville 
in Papua New Guinea's east- 
ern region. 

Both were agreements to 
end bloody independence 
struggles. In each dispute, 
grievances on all sides were 
confused by Internecine 
feuds, which often pitted 
rebel factions against one 
another as well as against 
the ruling powers. > 

The similarities, between 
the agreements were a ’’com- 
plete coincidence,” said 
Alexander Downer, foreign 
minister of Australia, which 
helped broker last week's 
Bougainville peace agree- 
ment 

"But they are a very 
j ft happy coincidence ... if 
^ there had been a renewal of 
hostilities in New Caledonia. 
Australia would ultimately 
have been drawn into trying 
to help resolve the issue.” 

The involvement of Aus- 
tralia and. more signifi- 
cantly. New Zealand as the 
leading peace broker In the 
Bougainville accord marked 
a new level of regional diplo- 
matic cooperation. 

In an area riven with com- 
plex - even feudal - political 
systems and sometimes vio- 
lent ethnic and cultural dif- 
ferences, the peace deals 
were triumphs of diplomacy 
and negotiating skill. Their 
finer points, however, were 


Egypt 

•tod us 

to boost 
trade ties 


By Mark Huband ta Cairo 
and agendas 

Egypt and the US are to sign 
a trade and investment 
framework agreement to 
boost commercial ties, Al 
Gore, the US vice-president 
announced after talks in 
Cairo with Hosni Mubarak, 
Egypt's president 

The new agreement, for 
which negotiations will start 
soon, is intended by Egypt to 
assist in reaching a targeted 
II per cent growth in 
exports In order to achieve 
jrgnnual economic growth of 
1-8 per cent. 

The US is Egypt's largest 
single trading partner, with 
Egyptian exports to the US 
worth $l.57bn in 19B&57 out 
of a total trade balance 
worth $3-5bn. 

Mr Gore also witnessed 
yesterday the signing of four 
bilateral cooperation agree- 
ments on issues ranging 
from law enforcement and 
the environment to educa- 
tion and the private sector. 

Mr Gore and Mr Mubarak 
established a President's 
Council in 1995 to strengthen 
US- Egyptian business ties. 
Many council members are 
leading Egyptian business- 
men who have also played a 
£iey role in attempting to 
cement ties between Egyp- 
tian and Israeli business, as 
part of a US-backed strategy 
of integrating Israel into the 
regional economy. 

However, US trade efforts 
in the region received a set- 
back yesterday when Israel 
said it was protesting at a 
decision by the US Trade 
Representative to place it on 
8 watch list for violating 
intellectual property rights. 

Israel's industry and trade 
ministry said Israel was 
seeking to be removed from 
.tbe list, and that it was 
^already taking measures to 
step up enforcement “It is 
strange that at a tone when 
Israel is strengthening its 
enforcement [it] is put on 
tbe list," the ministry said. 

An official said a letter 
cited violations by Israeli 
companies of copyright, as 
well as Israel's controversial 
new patent law that was 
approved by parliament ear- 
lier Uus year. 

US drugmakers have said 
the new law would give 
Israeli generic drug compa- 
nies an unfair advantage 
. ’ *over Iheir US rivate, but the 

official reiterated Israel s 

view that the law s hould be 
acceptable to Washington. 

Israel wns placed on toe 
watch list in 1996 
latest decision raises the 
warning level. 


cloaked in Melanesian sub- 
i tleties and implicit mnamn^ 

• Their overriding signifj- 
r cance, say regional observ- 
l ers. was as a symbolic bridge 
- between bitter foes, who 

> shook hands and joined in 
i friendship ceremonies for 

■ the first time last month. 

r In the case of Bougain- 
ville, the agreement between 
f secessionist rebels and the 
PNG government was the 
result of bold and expert dip- 

> lomatic footwork by New 

■ Zealand and Australia. 

The two countries hosted 
' several rounds of talks over 
15 months between more 
i than 100 representatives of 
parties to the conflict The 
meetings, attended also by 
envoys from other south 
Pacific countries, took plane 
in locations including an 
Australian warship off 
Bougainville's coast and con- 
ference h alls in Canberra 
and Christchurch. 

In New Caledonia's case. 
France made unexpected j 
concessions to reach the 
agreement with indigenous i 
Kanaka announced in Paris 
last Tuesday. The accord, 
between the Socialist gov- 
ernment of Lionel Jospin, 
the prime minister, and the 
territory's separatist and loy- 
al 1st forces, provides for 
step-by-step devolution 
ahead of a vote an fall inde- 
pendence early next century. 

Mr Jospin win visit New 
Caledonia tomorrow to sign 
tbe agreement and officially 
end more than 15 years of 
often violent conflict in the 
French colony. Yesterday in 
Paris, he said the accord was 
solid and he would see to it 
that it was fully imple- 
mented. 

HK row 
over US 
copyright 
watch 

By John RkliHng in Hoiq Kong 

Hong Kong has protested 
against a decision by the US 
to keep the territory on its 
intellectual copyright watch 
list, despite recent high- 
profile steps to crack down 
on piracy. 

"Unfair and inaccurate 
statements on Hong Kong, 
such as those in the US 
Trade Representative's Spe- 
cial SOI report, are unwar- 
ranted,” said Chau Tak-hay, 
secretary for trade and 
industry. 

Although inclusion on the 
301 watch list does not cany 
statutory san c tions, Friday's 
decision by the US comes as 
a blow to Hong Kong's 
attempts to improve its 
image in copyright protec- 
tion. , 

Announcing the decision, 
the US said Hong Kong 
would be subject to another 
review later this year. While 
citing areas of 'progress in 
the territory's fight against 
piracy, the US report said 
retail distribution of pirated 
products continued to flour- 
ish while illegal production 
of video compact (Uses had 
been increasing. 

The territory has strength- 
ened legislation in its fight 
against piracy and has 
launched a series of spectac- 
ular raids, and arrests over 
recent weeks. Last month, 
authorities seized more than 
US$90m of illicit compact 
discs and unauthorised pro- 
duction equipment' in the 
world's biggest software 
piracy haul. A senior cus- 
toms officer was among 
some 20 arrested, last Fri- 
day, new raids led to 24 more 
arrests. 

In addition to the enforce- 
ment measures, the govern- 
( ment said it was considering 
I new laws which would make 
; landlords liable for renting 
premises used to sell coun- 
terfeit goods. Copyright 
pirates could also have ffieir 
acts classified as organised 
l crime, according to outline 
proposals. That would allow 
for the confiscation of assets 
and higher penalties. 

Hong Kong has already 
moved to strengthen laws 
against piracy in the tem- 
tory. Last year a hcenmng 
requirement was introd uced 
for import and export of opti- 
cal disc manufacturing 
equipment The administra- 
tion has also brought in 
more customs investigator. 
The government is also 

under pressure from the 
local film industry, which 

has been hit hard by the pro-’ 

duction distribution of 
bootleg films- 


Bank puts brave new face on the future 


As scandal erupts again at the Bank of 
Japan with a director’s suicide, a bearded 
outsider has been hired to refresh its image 


By GUSan Tett In Tokyo 

Japan’s bureaucrats 
traditionally obey a clean- 
shaven dress code. This 
spring, though, a rebel beard 
has entered the Bank of 
Japan. 

For as the central bank 
reels from recent corruption 
scandals, ft has awtiatwri an 
unusual weapon to improve 
its reputation - Sakuya Fuji- 
wara, the new deputy bank 
governor, who Is a former 
journalist and sports a non- 
conformist crop of facial 
hair. 

My appointment “is some- 
thing new", explains Mr 
Fujiwara. “We are at an 
experimental stage. We are 
trying to show that there is 
transparency and change at 
the bank." 

Such a campaign, beard 
included, is badly needed. 
Until recently Japan's cen- 
tral bank prided itself on its 
lofty, conservative and 
clean-cut reputation. But in 
March this image was shat- 
tered after public prosecu- 
tors arrested a senior central 
bank nffiriai over charges he 
had provided market-sensi- 
tive information to Japanese 
hamVa in exchange for lavish 
“wining and dining. ’’ 


The bank has since tried 
to stave off more arrests by 
conducting its own ln-house 
probe and reprimanding 
almost 100 officials. The Jap- 
anese media have also critic- 
ised the probe for being too 
lenient 

But at the weekend the 
sc andal erupted again after 
Takayuki Kamos hi da, an 
executive director in charge 
of the probe, committed sui- 
cide. 

Police said Mr Eamoshida, 
68, had said in a suicide note 
before he killed himself on 
Friday night that he had 
“reached his limit”. 

The bank refuses to com- 
ment on the death, although 
officials said yesterday that 
the death bad shocked staff. 
In addition Maseru Hayami. 
the central bank governor, 
insisted at the weekend that 
he was “not aware of any 
problems with our investiga- 
tion”. Ryutaro Hasblmoto. 
the prime minister, added 
that the suicide was “truly 
regrettable”. 

But Mr Kamoshida's death 
will make it hard for the 
bank to convince the public 
that there are no more dirty 
secrets to come out. Mean- 
while, Japan's politicians are 
seeking to use tbe scandal to 
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New image: the bearded Fujiwara and his predecessors Matsushita (right) and Fukui 


exercise their own influence 
over the central bank. 

Against thin background, 
Mr Fujiwara has a key role 
to play. For the scandal has 
left the bank scrambling to 
show that it is abandoning 
Its old bureaucratic tradi- 
tions. In Marqb, for example, 
the former governor and 
deputy governor resigned, 
and two other directors are 
expected to leave soon. 

Mr Fujiwara, 61, now 
seems well positioned to 
forge a new image for tbe 
bank. Beards have tradition- 
ally been a sign of an artist 
or intellectual in Japan - 
and the antithesis of the 
bureaucrat In fact, Mr Fuji- 
wara has spent his career 


with “Jfii" press, including 
five years covering the bank, 
after which he wrote a book 
entitled The True Faces of 
Bank of Japan Governors. 

This background nwwnc he 
is arguably the first true 
“outsider” at the bank. 
Indeed, as be points out, 
only one other journalist has 
held such an important bank 
position in the western 
world: Rupert Pennant-Rea, 
the former British journalist 
who served as deputy gover- 
nor of the Bank of England 
earlier this decade until 
resigning because of a sex 

grsmrial 

But it also means Mr Fuji- 
wara has no “hands-on" 
banking experience. “I am 


like a baby here.” he says. “I 
am not familiar with techni- 
cal jargon.” 

Consequently, he is reluc- 
tant to express anything 
other than the officially 
approved line on economic 
policy. 

He argues, for example, 
that foreign exchange levels 
should reflect "fundamen- 
tals'*. 

He insists that tbe central 
bank will do “everything 
necessary" to help the econ- 
omy. And he freely admits 
that be remains uncertain 
about the technical details of 
the bank's rapidly expanding 
balance sheet. 

But this lack of technical 
skills may not be entirely a 


handicap. For the technical 
hanking work is likely to be 
delegated to Yutaka Yama- 
euchi. the one senior central 
bock bureaucrat wbo has 
survived tbe purge and has 
now been appointed as a sec- 
ond deputy governor. 

Mr Fujiwara's main role in 
the coming months will 
probably be a public rela- 
tions one. “I am going to act 
as a type of two-way chan- 
nel." he says. “I will convey 
to the bank what tbe public 
is thinking and explain the 
bank's activity to the outside 
world." 

Whether this position will 
give Mr Fujiwara much 
actual power to promote 
change in tbe bank is 
unclear. 

Many bureaucrats suspect 
he will be little more than a 
figurehead. Indeed, rumours 
are rife that the man Mr 
Fujiwara replaced, Tosbih- 
iko Fukui. could return to 
the bank one day. 

But figurehead or not. his 
arrival points to a much 
broader shift in Japan's 
political machine. “The 
bureaucracy is under huge 
attack now from politicians 
and public,” admits one gov- 
ernment official. “So we 
have to make signs . . . that 
we are changing.” Mr Fuji- 
wara. in other words, is 
likely to be flaunting his 
beard in the bank for some 
time to come. 


Tervetuloa, 
Welcome, Bienvenue, 
Willkommen, 
Bienvenido, Welkom, 
Bem-vindo, Benvenuto. 


By the way, we also speak euro in 
60 other countries around the world. 



ABM. AMRO Bank, at home in all 1 1 EMU 


member-states (and 60 other countries across 


the globe), welcomes the first entrants to the 


single European currency. As financial borders 


fade, we are there to provide flexible euro 


services, wherever -vour business takes vou. 


the euro 



ABNAMR0 The Network Bank 
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SIER RA L EONE C OMPANY C LAIMS $10M_W0RTH OF EXPORTS WERE OFFICIALLY SANCTIONED DESPITE UN EMBARGO 

Arms sales put ethical policy to the test 


By David Boston, 
Diplomatic Editor 


The UK government's 
ethical foreign policy faces 
an awkward test in the 
inquiry into allegations that 
UK aims were sold to Sierra 
Leone in defiance of a 
United Nations embargo, but 
with the aim of helping 
restore democracy there. 

The British Foreign Office 
confirmed over the weekend 
that it had tipped off the UK 
Customs & Excise depart- 


ment two months ago to the 
allegation that a UK com- 
pany, Sandline Interna- 
tional. had broken the UN 
arms embargo by supplying 
arms to local forces in the 
west African country. 

Together with Nigerian-led 
peacekeeping troops, these 
forces restored Ahmed Tejan 
Kabbah - who bad been 
ousted in a military coup in 
May 1997 - to the presidency 
last March. 

The Foreign Office said it 
had suggested the Customs 


& Excise investigation, and 
that Robin Cook, the UK for- 
eign secretary, bad ordered 
full co-operation with the 
inquiry. 

Lawyers for Sandline have 
claimed that, despite the UN 
embargo, the company had 
gained Foreign Office 
approval for the arms sales, 
reported to amount to SlQm 
worth of guns and ammiini - 
tion from Bulgaria. 

The Foreign Office said: 
“No ministerial approval 
was ever given for San- 


dline's activities.'* But it left 
open the possibility that offi- 
cials might have given San- 
dline the go-ahead by 
announcing that after Cus- 
toms & Excise had finished 
its investigation, there 
would be an internal Foreign 
Office inquiry. 

John Redwood, trade and 
industry spokesman for the 
opposition Conservatives, 
yesterday demanded a gov- 
ernment statement to parlia- 
ment. He said the affair 
showed “tensions and conf- 


licts between the Foreign 
Office and the Department of 
Trade and Industry over 
what is legitimate and what 
is not legitimate". 

The issue of legitimacy 
was blurred by the fact that 
it was UK policy not to 
recognise the May 1997 coup 
in Sierra Leone and to work 
for the restoration of Mr 
Kabbah to power. At the 
UK's behest he attended last 
November's Commonwealth 
summit in Edinburgh, Scot- 
land. as Sierra Leone's 


rightful representative. 

Mr Cook has vaunted his 
ethical foreign policy of pro- 
moting human rights and of 
restraining UK arms exports 
to those who abuse such 
rights. But in the particular 
circumstances of Sierra 
Leone. UK officials could 
perhaps have argued that 
arms sales were in support 
of, not contradiction with, 
human rights - except for 
the existence of the UN arms 
ton. This was imposed after 
the May 1997 coup. 


Tories seek to 
champion rights 
of motorists 



Hfeht Lieutenant Charfle Brown with aircraft at the Spitfire At Show near Cambridge yesterday, which was attended by more than 1 0fiOO 
people. The Spft&re played a leading role in Britain’s air defences (hiring the second world war. Ashley Aahwood 


Insurance regulation update urged 


By George Parker, 

Political Correspondent 

The opposition Conservative 
party is set to turn back the 
clock to the days of Margaret 
Thatcher’s cherished “great 
car economy” by setting 
themselves up as the 
defender of the motorist 

Sir Norman Fowler, the 
party's environment spokes- 
man, believes the Labour 
government of Tony Blair is 
alienating millions of car- 
owners by proposing new 
charges on motorists. Includ- 
ing tolls and parteing 

The proposed charges will 
be set out in June by John 
Prescott, the deputy prime 
minister, in a transport pol- 
icy document whose sup- 
posed “anti-car” tone has 
already raised concern in Mr 
Blair's office. 

Geoffrey Norris, a senior 
member of the Downing 
Street policy unit, has sent a 
memorandum to the deputy 
prime minister, arguing that 
the motor car has brought 
freedom to many people. 

But yesterday Mr Prescott 
- who is also chief minister 
tor transport - dismissed Mr 
Norris as a “teenybopper” 
and insisted his plan to 
encourage people to use pub- 
lic transport would continue. 

Sir Norman will today 
raise the political stakes by 


arguing that transport policy 
“must recognise the personal 
mobility that only the car 
can provide". 

The tone of the new Tory 
policy is already being set by 
its candidates In this week's 
local elections, who are cam - 
paigning far measures that 
would encourage car use in 
town centres. 

In the London borough of 
Richmond, the centrepiece of 
the Tory campaign is a 
promise to provide up to 30 
minutes of free parking in 
car parks and on all meters. 

“We will be watching what 
happens in Richmond very 
closely.” said one senior 
Tory. “We believe these poli- 
cies will be very popular 
with the voters." 

Sir Norman, a former Con- 
servative party chairman, 
believes the Tories can stake 
out clear policy differences 
with Labour over transport 
by championing tto rights of 
motorists, and opposing new 
taxes. Speaking in his Sutton 
Coldfield constituency in 
central F-nglariH he will say: 
“Hardly a day goes by with- 
out some government minis- 
ter or other making threat- 
ening noises towards people 
with cars." He wiQ argue the 
car is essentia] to individual 
freedom, and particularly 
valuable in rural areas and 
to women. 


By Christopher Adams, 

Insurance Correspondent 

Codes of practice for 
insurance brokers are out- 
dated and in desperate need 
of revision, according to the 
Insurance Brokers’ Registra- 
tion Council. The watchdog 
also called for the govern- 
ment to shake up regulation 
in the industry. 

'Hie council's comments 
follow concern among large 
companies over remunera- 
tion payments for brokers 
and the government’s 
announcement last month 
that it would review the reg- 
ulation of general Insurance 
Intermediaries as part of a 


wider overhaul of regulation 
in financial services. 

The watchdog says insur- 
ance codes of practice do not 
recognise how the business. 
especially remuneration, has 
changed. The organisation, 
which has statutory powers 
under legislation passed in 
1977. says regulation of 
insurance brokers should be 
brought under one umbrella. 

At present the industry is 
governed by three different 
codes of practice drawn 19 
by Lloyd's of London, the 
Association of British Insur- 
ers and the IBRC. 

The perceived need to 
change the regulatory 
regime has been given added 


impetus by the changing 
nature of remuneration In 
commercial Insurance brok- 
ing and pressure to increase 
levels of disclosure. 

Brokers have crane under 
fire from buyers of commer- 
cial insurance for taking 
tens of milHnns of pounds in 
fees and incentives from 
insurance underwriters in 
addition to the payments 
they receive from clients, 
whose interests they are sup- 
posed to represent 

These payments are not 
illegal but customers want 
full disclosure, especially 
since many pay fees rather 
than allow brokers to take a 
commission. 


Codes of practice in theory 
oblige brokers to disclose all 
payments to clients. How- 
ever, the IBRC believes 
they could be more defini- 
tive. 

The British Insurance and 
Investment Brokers Associa- 
tion, the trade body, said: 
“The market has changed, 
practices have changed. The 
way brokers are remuner- 
ated has changed. There is a 
need for more clarity." 

The association is likely to 
recommend to the govern- 
ment that the industry 
abides by basic principles for 
intermediaries operating in 
the personal and co mmer cial 
insurance markets. 



VENTURE CAPITAL. 

Investment deals reach 
record level of $7bn 


Investment by British venture capitalists reached a record 
£ 4 £bn ($ 7 bn) last year, according to figures rotated y^er- 
day by the British Venture Capital Assaaation. Wnrte high- 
profile deals such as the buy-out of ,PC V^^? a ^ n f^! u9ht 

the headlines, the association stressed foe satisfying 

Increase In the amount of money going to young, small com- 
panies. Investment in early-stege companies rose by 21 per 
cent to 2159m. Including £S 8 m to stort-upOusnTesscs. 

Another area of particularly strong growth was investment 
overseas, which more than doubled to 21.1 bn Tire is the first 
time UK venture capitalists have spent such a high proportion 
- more than a quarter - of their total investments overseas. 

Management buy-outs and management buy-ins accounted 
for less than a third of the companies backed, receiving 65 


LANDMINES _ _ 

Minister angry over delay to ban 

Robin Cook, the UK foreign secretary, is engaged in a dispute 
with Ann Taylor, leader of the House of Commons, over a 
delay In bringing forward legislation to ban landmines, it 
emerged yesterday. Mr Cook is keen to see the ban made 
law at the earliest opportunity to underline his comrmtmerrt to 
an “ ethical" foreign pa Bey. However, Mrs Taylor has warned 
that the government's legislative timetable is already packed 
and that MPs may already he forced to work into their tradi- 
tional hoBdays in August. George Parker 


LONDON MAYOR 

Low referendum turnout feared 

London's first elected mayor could be undermined by a low 
turnout in Thursday's referendum in the capital, according to 
an influential business lobbying group. Stephen O'Brien, chief 
executive of London First, said: "Anything less than a 50 per 
cent turnout will send out a signal that Londoners are uninter- 
ested in the future of their city.' The referendum will ask Lon- 
doners whether they want a directly elected executive mayor 
and a new Greater London Authority. “Unless we turn out in 
force to vote Yes. we risk undermining the legitimacy of the 
mayor," Mr O’Brien said. George Parker 


BANKING REGULATION 

Plan for meetings with auditors 

Banking supervisors are to hold regular private meetings with 
bank auditors to make sure they have an opportunity to tato 
candidly about any problems they may have uncovered. 
Accountants already have a legal duty to pass on some kinds 
of information to banking supervisors, but the new procedure 
is Intended to make it easier for them to discuss any con- ** 
cents they may have about a bank. Plans tor the bSateral 
meetings are contained in new rules to be issued by the Bank 
of England this week. Supervisors currently meet a bank and 
its accountants bilaterally; in future this will be followed by a 
bilateral meeting without the bank. George Graham 


SIEMENS 

NIXDORF 



Let your potential 
grow... 

Today's new technologies are offering an ever-expand- 
ing variety of increasingly complex options for creating 
a modem DPsystem. But the key to a powerful IT infra- 
structure lies in the way ft's designed and planned. And 
it takes highly specialized expertise to select the right 
foundation, the one that will be best suited to your indi- 
vidual needs, both today and tomorrow. It's a challenge 
that your own OP team often enough can't assume in 
addition to their regular duties. 



with Siemens Nixdorf 
IT Service... 


The partner who implements and dephys your system 
is in the best position to know how it vill have to be 
supported after it goes into production And for subse- 
quent modifications and extensions, tm, you'll need 
a partner who can accompany and hef| shape the pro- 
cesses. A partner who possesses thecompetence 
and experience that are needed to affrr single-source 
sendee: from initial planning and project design to 
complete operation of your systemsand networks. 



for information technology 
without the thorns. 


So you can concentrate on the challenges of your . # 

market and leave the planning and deployment of your f 

systems and networks to Siemens Nixdorf IT Service. I 

Our specialists have the cross-vendor know-how s 

that's needed to keep you on the right track from the I 

very beginning. To assure you information technology | 

without the thorns. For more information, simply fax | 

this ad to us at +49-89-636-45579. Don't forget to add I 

your name and address! f 




Siemens Nixdorf: User Centered Computing 
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INSIDE II TRACK 



THE ESSENTIAL GUIDE TO RAYMOND GILMARTIN 


tarty Dfe: Raymond Gilmartln was 
bom In Sayville. New York, In 1941 
and grew up in Long Island, where 
his tether was a construction 
foreman. 

Education: After a first degree In 
electrical engineering at Union 
College in Schenectady, New York, 
he took the traditional path for the 
aspiring modem American 
businessman: a Harvard MBA, 
completed in 1968. 

Career: Straight out of college in 
1963, he Joined Eastman Kodak as 
a development engineer. Alter 


returning to college to get his 
MBA he switched paths and 
became a management consultant 
at Arthur D Little. He joined Beet on 
Dickinson, the medical devices 
company, In 1976 as 
vice-president, corporate planning, 
and rose steadily to become 
president and chief executive 
officer in 1989 and later chairman. 
During his time at the company he 
learnt how to deal with the growing 
pressures created by the rise of 
managed healthcare companies In 
the US. 


Merck: When he was recruited by 
Merck In 1994, a period of turmoil 
for both the company and the 
pharmaceuticals industry, it was 
his experience in dealing with 
America's test-growing managed 
care industry that got him the 
Job. 

Affiliations: He sits on the board 
of Genera Mills and Valley Health 
System. He is chairman-elect of 
the Pharmaceutical Research and 
Manufacturers of America and 
chairman of the Healthcare 
Leadership Council. 


PROFILE RA YMOND GILMARTIN, CHAIRMAN AND CHIEF EXECUTIVE OF MERCK 

The case of a ‘nice guy’ 
who didn’t come last 


Tracy Corrigan talks to the chief executive who has defied the fad for 
mergers to build the world’s largest drugs company 


Four years into bis reign 
at Merck, Raymond 
fill martin hag polled off a 
coup. Without recourse to big 
mergers or acquisitions. Merck is 
once again the world's largest 
drugs company in terms of both 
prescription drug revenues and 

market share. 

In an industry where the logic 
of consolidation - fragmented 
market share, high cost of 
research and a global market- 
place - has seemed compelling, 
Mr Gilmartin's aversion to the 
mega-deal could have been a 
spectacular mistake. In 1995, the 
merger of Glaxo and Wellcome 
had catapulted the merged UK 
company to the top of the heap. 
But last year Mr Gilmartin's pref- 
erence for Internally generated 
growth paid off when sales and 
net income growth rates reached 
three times the level of Glaxo 
Weilcome's. propelling Merck to 
the top slot. 

Even the aborted plan to merge 
Glaxo and SmithKLLne Beecham 
earlier this year would not have 
put Merck at any disadvantage, 
insists Mr Gilmartln. To emulate 
such a merger “would not fit 
with our strategy for growth”, he 
told staff shortly after the compa- 
nies announced merger plans. 

His view on the critical mass of 
a company is that: “It's your 
competitive position by therapeu- 
tic category, not how big you are 
in total [that counts].'’ 

He questions some of the logic 
that has driven deals. He takes 
Issue with the idea that throwing 
money at research necessarily 
produces better results. “We have 
never spent the most on 
research, yet we have a pretty 
strong record of introducing 
breakthrough drugs in each cate- 
gory," he says. 

His strategy is simple; to find 
world-beating drugs and sell 
them. Merck is looking for 
“unique-in-class drugs, in large 
markets, that really make a dif- 
ference to patients". Execution is, 
of course, everything. “In some 
respects it's a risky strategy 


because we are going for break- 
throughs." he admits. But the 
nine drugs introduced in the past 
two years, plus the five to be 
launched this year, represent 
“more important new drugs in 
that time than at any time in 
Merck's history". 

Critics wonder whether this 
will be enough. In about four 
years, Merck faces a potential 
slump in earnings when the 
patents for several blockbuster 
drugs expire. “Its past success is 
its biggest enemy." says Hemant 
Shah of HKS, an independent 
analysis company. “In 1997. 
Merck had drug sales of $l4bn. 
and a big chunk of that will come 
off patent." The new drugs it has 
launched so far do not look as if 
they will plug the gap. Mr Shah 
argues. 

Whatever the outcome of 
future challenges, few would con- 
test Mr Gilmartin's success thus 
far. “He has made the company 
more aggressive, more flexible 
and more responsive to new mar - 
kets." says Mr Shah. 

Mr Gilmartin's greater empha- 
sis on marketing and sales has 
been an important change, 
according to Mario 1 3 Haggar, 
pharmaceuticals analyst at Deut- 
sche Morgan Grenfell. “We have 
seen Merck become much more 
aggressive, especially in direct-to- 
consumer advertising," she says. 
She cites the campaign for Zocor, 
a cardiovascular blockbuster, 
which showed a grandfather 
teaching a child to ride a bike. 

Back in 1994, people were less 
glowing about Mr Gilmartln. 
Merck's appointment of the head 
of a relatively small medical 
devices company with no experi- 
ence in the drugs industry was 
controversial. Mr Gilmartin says 
he initially told the headhunter 
who called him that he was not 
interested in running a larger 
company and was reluctant to 
leave Becton Dickinson, where he 
then worked. Even when he 
found out that the company in 
question was Merck he continued 
to resist. After a few days* 


reflection, realising that Becton 
Dickinson was not about to col- 
lapse without him. he relented. 

Mr Gilmartin coped with his 
ignorance about pharmaceuticals 
by being frank about it He spent 
the first month in the job “with 
35 to 40 senior people in the com- 
pany saying: ’What are the major 
issues? If you had my job, where 
would you focus your atten- 
tion?* " 

When he joined Merck, drugs 
companies were preparing far an 
expected onslaught on prices, in 
particular because of the growing 
role of the US health mainte- 
nance organisations, which now 


‘He has made the 
company more 
aggressive, more 
flexible and more 
responsive to 
new markets 1 


run the health plans of most 
Americans. 

As the bead of a medical 
devices company, Mr Gi lmar tin 
had already grappled with the 
transformation of the industry- 
In his own words he “cleared the 
decks for action" by selling the 
company's generics business, 
before spending money to expand 
Merck’s salesforce. Rival compa- 
nies, meanwhile, were taking the 
opposite approach, cutting costs 
by slashing sales staff on the 
grounds that armies of sales 
people would not be needed to 
deal with large, managed care 
companies. 

“The medical devices industry 
had been through similar 
change." he explains. His think- 
ing was “let’s go after managed 
care aggressively, let’s think of 
big picture-type stuff. What's 
driving the growth of the indus- 
try is innovation . . . not price." 



The strategy has been vindi- 
cated- Sales growth has acceler- 
ated and in the past two years 
other pharmaceuticals companies 
have been frantically hiring sales 
people. 

Yet Mr Gil mart in's success has 
not bred resentment. He appears 
to be well -liked, both in the 
industry and on Wall Street. And 
in person, in Merck's elegant 
modem headquarters in the New 
Jersey countryside, be is friendly 
and relaxed. 

“He has a very informal and 
personable demeanour. He really 
is a pleasure to talk to," says Ms 
'Haggar. “For the CEO of the larg- 
est pharmaceuticals company in 
the world, he is very down- 
to-earth and approachable." 

But is the man Business Week 
called “Mr Nice Guy with a mis- 
sion" too good to be true? When 
asked how he found the corpo- 
rate culture when he first joined 
Merck, he says rather smugly: “I 
fit in very' well with the Merck 
culture, because it has a very 
high commitment to ethics, so 
that was very comfortable." 

Mr Gilmartin reiterates with 
almost irritating regularity a 
famous company dictum that 
medicine is for the people, not for 
profits. 

He is proud of Merck's record 
in this respect. He cites the exam- 
ple of bringing Crixi van. the Aids 
drug, to market. These are “the 
things we aspire to", he says. 
"Merck started building a plant 
before we had all the clinical 
data, and priced the drug at a 
level si gnifican tly below the oth- 
ers. We built the plant in record 
time. In 4ft of snow [in the 1996 
blizzard] everybody got out with 
a shovel" 

Still he is equally driven by 
business logic. Mergers may be 
good at “creating redundancies 
and growing earnings per share, 
but the combined company still 
faces the challenge of how to 
grow the top line", he says. 

Provided Mr Gilmartin goes on 
boosting sales and profits as the 
patents on Merck’s best-selling 
drugs expire, his shareholders 
will be more than happy to let 
him continue going it alone. 
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The same difference 


Few British companies appear to have any 
idea what diversity signifies even though 
the fashionable claim to have. embraced it 


Diversity, in case you had 
failed to noticed, has arrived 
in the UK. American 
companies have been 
feverishly managing 
diversity for some time, but 
now British companies are 
doing it too. Few people 
seem to know precisely what 
it is: fewer have any idea 
why they are managing tt- 
But that does not matter: the 
great thing about managing 
diversity is that companies 
can keep on doing exactly 
what they were doing • 
already; all they need do is 
rename their policies. 

Consider the European . 
arm of 3 vast US - ■ * ' ' 

multinational: It has just 

issued a policy initiative 
called “Gender Diversity 
Improvement". How many 
genders does it have in 
mind? Is it giving Job breaks 
to transexuals, or what? 

Peel away the verbiage of 
this brand new policy and 
you find that the company 
has no new ideas at all: it is 
simply wheeling out all its 
old ones. The memo is about 
increasing the number of 
women managers and the 
tools are the same as ever 
targets for the number of 
women at senior levels, 
work breaks for mothers, 
and aJJ the rest of it. 

The reason diversity is so 
fashionable is because equal 
opportunity is so out of 
favour. That is a shame as it 
is a good label that means 
something precise. The 
problem Is that it has 

become associated with 
unsuccessful policies and 
militant behaviour - but 
renaming it is not going to 
solve any of that. 

Fans of diversity will tell 
you that they are talking 
about something new: that 
diversity amounts to more, 
than equal opportunrty. il \m 
about the Individual, not the 

^up. and about unpro^ 

the lot of everyone. Yet most 

of that is only talk'- 

all the new policies look 

exactly like the old ones. - 

The must irritating thing 


about diversity is that it is 
taken as a seif-«'isaeofly X . 
good thing. In the UK,, - < /A 
diversity - in its broadest i_ * 
sense - does not seem to be-*. 


good per se. It may hegoott.^J people of whom the caller 


for a company to go out of 
its way to hire people off" - 
different backgtttepds; ages, 
races ami-sex'- 6t it may not 
be. And ffu is good, the 
reason may Vary from one 
company' to another- 'Maybe 
it helps them hire the best 
people. Maybe ft is 
important hi terms of PR- 
Maybe it mattes because 
people wtttedSffetisiifc r -f 
back^undshaVfeififfer^ttt^ 
ideas. Yetm^jftmiffianiek/V 
signed up to” the diversity ; e j' 
idea have not given the: v 

matter mnch thhugbt _ 

But for those - companies 
where most of the employees : 
are white 30«omethirig - 
Oxbridge maJeathent'iaay. •' . 
be nothing tp.be-asfcamed pL-j 
Diversity is not always good 
- uniformity in the right 
business setting can have 
much to be- said for it 


Do people return your calls? 
If you happen to be a 
headhunter, they probably 

do. If you are. the chief 

executive, your underlings 
doubtless ring you back on 


the double. But if you are a 
double glaring salesman yon 
are more likely to win the 
lottery than get people to 
return your calls. 

'In between is a vast grey 
area: the hundreds of 
thousands of business 
messages that are left on 
voicemails every day by 


has never heard. How many 
of those get returned, and 
which ones? A straw poll 
suggests people . are pretty 
unscientific about deciding 
which cabs to return. 

Anyone who leaves their 
name and number at both 
ends of the message has a 
['■'better chance of being called 
back. Anyone so long 
winded that they can't 
g^teeze in the foil message 
fedfbre the pips has blown it. 
who have 

Authoritative voices are 
-mbre hkely to get through, 

as- are persistent callers. 
Anyone who says that they 
will ball again should not '. ^ 
expect a return call, as therei* 
is lib point in calling them.# 
they are about to call you. 

Or maybe it is simpler 
than that Geraldine 
Sharpe-Newton - a former 
vice president at CNN - was 
quoted in the FT last week 
saying that people returned 
her calls because of her 
double-barrelled surname. 
And all this time I thought 
people did not call me back 
because they did not want to 
talk to me. From now on, 


my name is Lucy Sharpe- 
Kettawsy. 


Companies have bodies, 
minds and souls. This 
startling observation is the 
result of a grand 
collaboration of global 
business and government 
brought together by SRI 
Consulting. The old way of 
manag in g , SO they tell US, 
was to concentrate on the 
body: the physical assets. 
The current way is to 
manage the mind: the 


knowledge. But in future, 
companies will manage the 
soul: trust 

So ter, so trendy. We all 
know, that trust/cnltyre/ .. 
reputeticsteFare important in 
business' - but ,to present it 
asrtfte idea.is jany*. . 
Businesses on not have 
saula. TBeyatfe 


Making ’aAghey- is- hard and- 
<»mparjfe&fiave ttxtake tots , 
of difl^ent tHn^into. '. 
a«sdnrit - .v^ - . ... > ' ' 

Thie.rejwt has also .come 
upwfthi jr great -new-:.' ' .- 
equation showing exactly ' 
how important trust is in . 
global competitiveness. It 
goes like this: [(Customer 
focus + Value network 
management)* Agility] Trust 
= Stakeholder benefits. . 

So now you know. There 
can be no excuse for 
sluggish performance in the 
future. Get to it! 
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tapes Perfect Perch for Global Burn 


If you want to do business in 
Europe, don't let our location fool you. 
Madeira is a region of Portugal and the 
people of Madeira have a passion for 
international business that dates back 
centuries. It s this passion for quality ser- 
vice and cost-efficient operations that is 
making Madeira’s new international 
business centre such a success. 

Here youll find over 2,000 
companies in financial services, 
international services and ship- 
ping. as well as in manufactur- 
ing for Europe and the world 


within an industrial free trade zone. And 
the advantages are nothing but special 
So get a new vantage point on Europe 
from its perfect perch for global business. 

Come to Madeira. 

Madeira 

Where Global BmtineM 
Ia a Way of Life 

SOM - Socfedade de Desenvohnmento da Madeira. SJL 
Rua da Mom-aria, NaS-i", P.O. Box 4164 
9052 FUNCHAL. CODEX-MAD EU^-POFTTUGAL 
Tel: (351-91) 201333 Fax: (351-91) 201399 



For information on Madeira and how we can help your business, write or fax us at our address. 
You can find us on the Internet at http:ZAffww.sdmacleira.pt/ E-mail sdm@sdm.pt 
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PAUL ABRAHAMS 

FILE FROM TOKYO 


Sign of the crimes 


Theft and violence are increasing in Japan, 
but that's the way the croissant crumbles 


We were burgled last week. 
My wife was opening the 
front entrance to our house 
when she heard someone 
clattering out through the 
back door. The burglar's 
pickings were meagre - 
about $40 in cash left over 
from a visit to the US. 
Particularly weird was the 
feet the unwanted visitor 
appeared to have taken a 
bite out of two croissants In 
the kitchen, and then put 
them back in their bag. 

In most countries a 
burglary would not be 
noteworthy - despite our 
thieTs apparent predilection 
for croissants. But we live In 
Japan, a country where 
crime is supposed hardly to 
exist 

What quickly strikes 
foreigners is how honesty 
permeates every level of this 
society. John, a ticket tout 
from Manchester, told me at 
the Nagano Winter Gaines in 
February that he had been 
astonished by Japanese 
behaviour. “In Barcelona, we 
really had to be carefuL Here 
it's been amazing. I dropped 
my wallet the other day. I 
won't tell you how many 
milli ons of yen were in It - 
but it was my entire takings 
from the Games. I hadn't 
even noticed it had gone, 
when this man came 
running up with it He 
wouldn't accept a reward." 

John was right. The 
honesty of the Japanese has 
been legendary and well 
Justified. There can't be 
many countries where the 
post office insists that cash 
sent by mail is inserted into 
a special envelope marked 
“ cash " and the amount 
inside must be written on 
the outside. 

Nor are there many 
nations where cars parked 
illegally are often left 
unattended, not only with, 
the keys Inside but with the 
engine r unning -, 

Hie Tokyo subway system 
must be one of the safest in 
the world. If you leave a 
briefcase on the Yamanote 
line - the equivalent of 
London’s circle line - you 
can almost always pick it up 


an hour later when the train 
completes its loop. 

On a Friday night 
salarymen will often fell 
asleep on the platform after 
a sake session, and will wake 
with their wallets and 
belongings Intact. 

In Japan the policeman 
from the local station or 
Koban makes regular visits 
to each household. Within 
weeks of our arrival, he 
came to our home. He 
already knew our names. 
With such impressive 
Intelligence, we were 
scarcely surprised when he 
told us there was no crime 
in our neighbourhood. Since 
the burglary we haven't seen 
him again. 

In feet our burglary was 
not as unusual as we 
thought. Crime is on the 
increase in Japan. In 1997 
there were 1.665m thefts in 
Japan, against 1.375m a 
decade earlier. Much of the 
rise has been recent - last 
year's increase was nearly S 
per cent up on 1996. 

When the police arrived - 
with impressive speed and in 
prodigious numbers - their 
first question was whether 
the burglar was a foreigner. 
To their disappointment my 
wife confessed the miscreant 
was certainly north-east 
Asian, and probably 
Japanese. The public here 
have a tendency to blame 
foreigners for crime. 

But in reality, theft is 
much more likely to be 
committed by a Japanese 
than a member of the tiny 
foreign community, which 
barely represents l per cent 
of the population. 

There has always been 
some crime in Japan. 

Certain belongings, such as 
bicycles and umbrellas, have 
always been socially 
acceptable to steal - 
witness lockable umbrella 
racks outside department 
stores. 

But the rising crime rate is 
a reflection of-the-hroader 
changes in Japanese society. 
Fart of the reason is 
unemployment, now at &9 
per cent - hardly high by 
international standards - 


but the worst since records 
began In 1953. 

But more worrying is 
youth unemployment, 
currently running at 7 per 
cent The attitudes of this 
generation appear very 
different from their 
predecessors. Hard-working 
parents of the post-war 
generation were conformist, 
sacrificing to build a new 
Japan. They were often so 
busy they left the Instillation 
of values to their children's 
teachers. 

This system appears to be 
breaking down. Bullying, 
truancy and juvenile 
delinquency are increasing. 
Violence at schools, once 
unthinkable, is now 
regularly reported. The 
ritual decapitation of an 
11 -year-old by a schoolboy in 
Kobe was only the most 
horrific of a series of killings 
committed by children. In 
January a 13-year-old in 
Tochigt prefecture fatally 
stabbed his English teacher. 

That said, the increase in 
theft and the general level of 
crime in Japan should not be 
overstated. In international ' 
terms this is a safe society. 
During 1996 there were just 
177 burglaries per 100,000 of 
population. That compared 
with rates of 943 in the US 
and 2.270 in En gland and 
Wales. Japan is also not 
violent The murder rate per 
100,000 of population is 0.97 
compared with 7.4 in the US. 

The low murder rate is 
readily explained by the 
absence of guns, the relative 
cohesion of Japanese society 
and the police's impressive 
arrest rate. 

Certainly- the six 
policemen who rushed to our 
home were impressively 
efficient They quickly 
discovered where the 
burglar entered, took 
photographs of the 
footprints and searched the 
house for fingerprints. The 
only disappointment was 
that they didn't take casts of 
the croissant bite marie. 

So far no arrests have, 
been made. However, this 
week another croissant with 
bite marks was found, 
together with a half-chewed 
apple. This time we didn't 
ring the police, we called the 
rodent exterminators. 



MANAGEMENT BOOK REVIEW SYNERGY 


1 + 1 should be more than 2 




$mrgy 


SYNERGY 

Andrew Campbell 

£1099 

Capstone 


Somehow or other, the 
notion of business synergy 
seems to have slipped out of 
fashion. There was a time 
when it was trotted out to 
justify every over-priced 
acquisition. But in recent 
years even the most acquisi- 
tive bosses have tended to 
fight shy of “the S-word”. 

One can see why. As Mark 
Sirower, a US academic, put 
it last year in his book The 
Synergy Trap, the value cre- 
ated by an acquisition 
equals Its synergy minus the 
premium paid to the market 
price. In layman’s language, 
screw up on synergy and 


you destroy value. No won- 
der so many recent mega- 
deals have been billed as 
mergers without premium. 

But there is more to syn- 
ergy than the takeover 
game. 

Mostly, it happens within 
companies themselves. Each 
time two business units com- 
bine to bay Cheaper statio- 
nery, or work together on a 
new product, they are at 
least trying to create syn- 
ergy. 

Obviously, management 
should seek out such oppor- 
tunities and make sure the 
businesses exploit them. Or 
should they? 

T hink of it this way, say' 
Andrew Campbell and Mich- 
ael Goold in Synergy . The 
managers of business units 
are there to make money. If 
there is money lying on the 
table, why do they not get 
together and pick it up? And 
if not, how likely is it that 
head office can spot opportu- 
nities they are missing? 

In a sense, the authors - 
both strategists at the UK's 
Ashridge management 
school - have been here 
before. In last year’s 
Breakup!, Mr Campbell and 
others argued that multi- 
business companies are 
worth more dead than alive: 
that the burden of proof lies 
with head office to justify its 


existence, let alone its 
authority. 

The arg ument this time is 
less clear -cnL As the book 
recognises, some companies 
- such as Unilever. Canon, 
3M - are rather good at 
creating value by getting 
their businesses to work 
together. What secret do 
they have that others lack? 

Let us start with why com- 
panies fafl- Head offii* man- 
agers are driven to seek syn- 
ergy where none exists. Mr 
Campbell and Mr Goold 
argue. On the one han d, they 
are taught that creating syn- 
ergy is the main part of their 
job and that it will not hap- 
pen without their help. 

But they seldom ask 
whether they have the skills 
to bring synergy about that, 
after all, is supposed to be 
part of their job. Nor do they 
ask what it might cost to 
impose synergy from the 
top, in terms of damage to 
morale or the feet that the 
business managers might 
have better thing * to do with 
their time. 

It might seem intuitively 
obvious that subsidiary A 
should take more of its sup- 
plies from subsidiary B, or 
that the German company’s 
best-selling chocolate brand 
should be rolled ont by its 
sister company in France. 
But to avoid mistakes, head 


office needs to ask itself 
some basic questions. 

The easy part is establish- 
ing whether there really is 
money to be made, net of the 
costs to the businesses. The 
bard part is establishing 
why it is not being made 
already and. if there is a 
blockage, whether head 
office can remove it. 

In some cases, it plainly 
can. Perhaps the group as a 
whole is bad at internal com- 
munications, so that manag- 
ers may be genuinely 
unaware of opportunities. 
One answer is to ensure, as 
Unilever does, that manag- 
ers from around the world 
are regularly brought 
together, to get to know each 
other and exchange news 
and gossip. 

Or perhaps the culture 
produces divisional barons, 
jealously guarding their ter- 
ritory, as in the old ICI. Or 
maybe the heads of two busi- 
nesses cannot stand each 
other personally, or are 
rivals for the top job and will 
not work together at any 
price. 

Another problem could be 
that, the benefits and costs 
are not evenly shared: for 
instance, it synergy involves 
business A shutting a fac- 
tory so that the work can be 
transferred to business B. 
The heads of business A will 


naturally resist: especially iT 
the incentive system means 
they get penalised for the 
drop in their business. 

At the extreme, the 
answer to this may be to 
merge the businesses. That 
brings us to a point that the 
book only touches on. Syn- 
ergy is. by definition, the 
co-operation between sepa- 
rate business units. But why 
are the business units 
carved up that way m the 
first place? 

The argument can be 
taken a step further. All 
organisations tend tu fall 
into social groups, which 
may or may not follow func- 
tional lines: marketing ver- 
sus engineering, the Swiss 
versus the Italians. Oxbridge 
graduates versus the rest 

One begins to see what 
Jack Welch of General 
Electric means by the “boun- 
darvless " organisation. If 
companies ceased to have 
internal boundaries, the con- 
cept of synergy would lose 
its meaning. But that, per- 
haps. is the subject of 
another book. 

Available from FT Bookshop 
by ringing FrvcCall 0500 300 
635 (UK) or +4-1 1SI 324 5511 
( outside the UK). Free p&p in 
UK 
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On the trail 
of a blood 
relation 


Nick! Brimicombe 

on alternatives to 
using pig offal to 
stop blood clots 

| As you are wheeled 
down the hospital 
I corridor towards the 
operating theatre, spare a 
thought for tbe pigs that 
have died so that you might 
live. The chances are you 
will be given the blood thin- 
ning agent heparin to stop 
clots forming during the 
operation. 

At the moment, this com- 
plex polysaccharide is 
derived from pig offal but a 
synthetic version could be 
available shortly. 

Heparin is a natural prod- 
uct, made in animals and 
humans through a series of 
reactions controlled by 
enzymes (biological cata- 
lysts). In humans, heparin is 
made by specialised cells 
called mast cells and it is 
kept within them, being lib- 
erated only when the body Is 
subject to extreme stress. 

Heparin's most important 
application Is in surgery, 
where it helps reduce the 
r isk of pulmonary embolism 
- when potentially lethal 
clots obstruct blood flow 
through the lungs. Heparin 
is also used to prevent coro- 
nary thrombosis, where 
blood clots lead to heart 
attacks, and in stroke vic- 
tims to stop secondary clots 
for ming in the brain. 

World heparin sales are 
worth more than Eculbn 
(£650 m) and demand is 
growing. 

Heparin was originally 
extracted from bovine lung 
tissue, but today the main 
source is pig intestinal 
“ucosa. However, the first 
**titijetlc version of heparin 
be available, says 
Ulf Lindahl of the 

of medical bio- 
an d microbiology 


at Uppsala University in 
Sweden. 

“At the moment, there is a 
shortage of pig intestinal 
mucosa," says Prof Unriahi 
who has been working on 
heparin since 1967. “Even if 
there was enough to meet 
demand, ] believe that 
a n i mal -derived heparin is 
increasingly unacceptable. 
As we understand more 
about the link between dis- 
eases like BSE [mad cow dis- 
ease] and CJD (its human 
equivalent], it is only a mat- 
ter of time before we dis- 
cover tbe first pig virus or 
prion [a disease-causing pro- 
tein like the agent linked to 
BSE], which has implica- 
tions for h uman health." 

Also, the way heparin is 
taken from pig cadavers gen- 
erates environmentally 
harmful waste that Is expen- 
sive to dispose of he says. 

Prof Lindahl's team is 
working on three heparin- 
related projects with univer- 
sities and institutions In the 
UK, Italy and Sweden and 
two small, specialised drug 
companies: BioTie Thera- 
pies. based in Turku, Fin- 
land, and Inal ca, in Milan. 

The first project aims to 
make synthetic beparin 
using a combination of 
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The global route 
limited to the locals 


Under the knife: Surgeons may soon use a synthetic blood-tirinner Science Photo Library 


Researchers from the 
department of biological sci- 
ences at Manchester Univer- 
sity have succeeded In 
introducing genes directing 
the overproduction of this 
heparin precursor. The next 
step is to harvest the poly- 
saccharide and convert it 
into heparin via a series of 
enzyme - and chemically- 
controlled reactions. 

“We have already identi- 
fied most of the enzymes 
implicated in this transfor- 


There is a shortage of pig intestinal 
mucosa. Even if there was enough I 
believe that animal-derived heparin 
is increasingly unacceptable’ 



(-H pmical and biotechnologi- 
cal transformations. The 
tunm intends to use a simple 
precursor polysaccharide 
derived from a specific spe- 
cies of K coli bacteria as the 
primary raw material. The 
bacterium makes the poly- 
saccharide to build Its pro- 
tective cell capsule. 


motion and we should have 
a model compound before 
the year-end," says Prof Lln- 
dahL “Tbe next step will be 
to scale up production and 
initiate studies to demon- 
strate that the new heparin . 
behaves In the same way as 
tbe naturally-produced 
version.'' 


The other, two projects 
involve an alternative 
approach to beparin synthe- 
sis and research Into closely 
related groups of polysaccha- 
rides called heparan sul- 
phates. All mamma l cells 
make these compounds and 
Prof Lindahl believes they 
bold great therapeutic 
promise. 

“Heparan sulphates inter- 
act with specific proteins to 
control important processes 
including cell proliferation, 
differentiation and adhe- 
sion," he explains. “Their 
central role in cell interac- 
tion and multiplication 
means they could be har- 
nessed to address cancer and 
Inflammatory diseases like 
arthritis." 

Prof Lindahl says natural 
sugars are more attractive 
drag candidates than pro- 
teins. “The human therapeu- 
tic potential Of many animal 

proteins, is hampered by the 
fact that they are Immuno- 
logical ly distinct. This 
means, they cause an 
immune response when- 
introduced into the human 
body. Sugars, like heparan 
sulphates, by contrast, are 


not species specific, so 
heparan sulphates made in a 
hamster cell, for example, 
are not recognised as foreign 
and function equally well in 
humans.” 

Heparan sulphate and bep- 
arin share many common 
building blocks and Prof 
Lindahl's tuaw is evaluating 
ways of making these impor- 
tant compounds using com- 
pletely biological routes. It 
aims to introduce into cul- 
tured mammalian rafls tbe 
genes that stimulate high 
production of the enzymes 
that control the making of 
heparin and heparan sul- 
phate. 

These cells would then be 
used as “mini biological fac- 
tories" to make Large quanti- 
ties of these important sug- 
ars. This is a long-term 
project, but Prof Lindahl 
believes it could produce 
compounds that win interest 
leading drug companies. 

The three projects are sup- 
ported by European Union 
funding totalling more than 

Ecul-2m. Contributions by 
the participating groups 
bring this figure to more 

than Ecu2m. 


Every so often, a column 
devoted to business trends 
on the internet will cover 
sendees or products only 
available in tbe US. 

Such Is the case with 
PriceLine, the “buyer-driven 
commerce” web site that 
was the subject of my last 
column (On the Web, April 
20). It allows people in tbe 
US to “bid" for a discounted 
air ticket instead of simply 
taking the published prices 
on offer. 

Several angry FT readers 
e-mailed me to complain 
they had not been able to 
use the service. Their 
complaints were 
well-founded: a Loudon to 
Paris return, for example, is 
not available from PriceLine. 
But in another industry - 
online broking - the outlook 
seems brighter for 
non-Americans. 

This year, consumers in at 
least three different 
countries will be able to buy 
and sell shares over the 
internet. Those countries are 
the UK, where the British 
subsidiary of Charles 
Schwab, the US discount 
brokerage, has launched its 
first full internet service; 
Prance, where a 
venture-backed start-up 
called SeUTYade plans to 
offer broking to local 
investors by internet. 

Minitel and telephone: and 
Israel, where a local affiliate 
of E-Trade, the pioneering 
internet* broker from 
California, is preparing to 
open its doors. (Declaration 
of interest an Investor in a 
company that I work with is 
also an Investor in E-Trade 
Israel) 

It may seem counter 
intuitive for businesses such 
as online broking to be local 
rather than global, part of 


Online broking Is proving to be one sector 
of e-commerce that is not unique to the US 

the reason Is non-compliance 
between settlement systems 
in different countries, which 
can make it harder to 
transfer economies of scale. 

But there Is another 
reason why online brokerage 
is likely to develop locally 
rather than globally: . 
regulation. In tbe UK, 

regulators have already 
flexed their muscles by 
forcing E-Trade to divest its 
local customer base as 
punishment for an Infraction 
of the advertising rules. 

At first sight, the online 
bruiting industry offers an 
opportunity to export a 
proven business model 
outside the US. But thmga 
may not be so simple. First 
the pool of retail investors 
who make frequent trades is 
far smaller outside the US. 

According to Charles 
Beigbeder, a founder of 
SelfTrade, half of France's 
6m retail investors own only 
privatisation stocks. Thing* 
are a little more promising 
in the UK. Guy Knight at 
Schwab Europe, says 56 per 
cent of Schwab’s 450.000 
active UK customers have 
PCs, and 35 per cent have 
net access, though only 14 
per cent describe themselves 
as Internet users. 

Compared with the US, 
these numbers do not yet 
add up to a stable base for a 
large-scale business. A 
recent report from Credit 
Suisse First Boston claims 
that in the US AmerlTrade 
has 147,000 customers, 

E-Trade 260.000 and Schwab 
4An (though the Schwab 
figure includes its 
non-internet users). 

Coats are also higher 
outside the US. Mr Knight 
argues that the structure of 
nominee accounts in the UK. 
which obliges the broker to 


act as a conduit between 
company and investor for 
annual reports, locks higher 
costs into the brokerage 
industry. There is also legs 
automation outside the US; 
like the fairground robot 
that conceals a midget, 
many fancy web front ends 
funnel orders to someone 
yelling into a telephone. 

Eventually, it is likely to 
be regulation that provides 
the greatest protection for 
local brokerage services. But 
that is why the business 
opportunity is different for 
start-ups and established 
companies b uilding an 
internet business to 
complement their existing 
one. In Israel, for instance, 
currency liberalisation may 
mean that local investors 
can open bank accounts in 
the US and trade directly 
with US brokers. That will 
leave a higher-priced local 
service looking less 
attractive If its only 
counterweight is trading a 
small number of more thinly 
capitalised local stocks. 

But there is a silver lining. 
Consistent with these higher 
costs, online brokers outside 
the US are likely to resist 
competitive pricing pressure 
for longer. Schwab in the 
UK, for example, has an 
internet tariff that is higher 
than its touch-tone tariff. To 
buy or sell about $ 10,000 
(£5.960) of stocks in the UK 
market, the company 
charges about £40. The 
equivalent trade in the US 
would cost up to £ 12 . 

So there is both good and 
bad news for the non-US 
customer. Service is more 
readily available; but not 
quite at the bargain- 
basement prices of the US. 
There are some things. It 
«ems. that not even the 
internet can change. 

timjacksoma pobox. com 
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BUSINESS TRAVEL LOW-COST AIRLINES 


Stansted’s ‘great catalyst’ is go 


Long-haul air traffic is no longer the Holy Grail of the industry, reports Roger Bray 


s When British Air- 
ways’ low-cost air- 
«■ S lice. Go, takes off for 
the first time this mon th, the 
reflected glare of publicity 
will fall inevitably on its 
home base at London's Stan- 
sted Airport. 

Time was when those who 
ran Stans ted would have 
viewed the attendant bally- 
hoo as something of a mixed 

bless ing . It is not good for an 
airport's image, after ah, to 
emphasise its role as a 
jumping off point for budget 
travellers. 

Besides, airlines such as 
Go do not “interline” with 
other carriers: a passenger 
from New York, say, who 
wants to fly on with it to 
Milan, must book the 
onward flight separately and 
check his bags in again 
between aircraft 

As a result low-cost air- 
lines do little to attract 
transfer traffic. And without 
the carrot of significant 
transfer traffic an airport 
cannot reach critical mass, 
drawing in long-haul airlines 
that need a wide range of 
short-haul flights to feed 
them business. A mere 5 per 
cent of Stansted’s passengers 
change aircraft, compared 
with 40 pm* cent at Heath- 
row, and its sole long-haul 
routes are operated by El AL 
which picks up fare-paying 
passengers there on services 
between Tel Aviv, New York 
and Newark (New Jersey). 

So you might expect John 
Stent. Stansted’s managing 
director, to be ambivalent 


about the launch of BA's off- 
spring. Not a bit of It Go is a 
great catalyst, he insists, 
that will strengthen the air- 
port’s appeal to higher fere 
carriers. 

“People who have watched 
the way BA has expanded at 
Gatwick will see that it can 
make money out of operat- 
ing at Stan st ed," he says- 

Mr Stent concedes that he 
is pursuing “an appropriate 
balance” between such carri- 
ers and those which inter- 
line but says the old “Holy 
Graff” of attracting long- 
haul operators is no longer 
an obsession. 

“Some local businessmen 
would like to see more trans- 
atlantic flights but the 
future of this airport over 
the nest 10-15 years does not 
depend on attracting long- 
haul carriers,” he says. 

Go starts life with flights 
to Rome, Milan and Copen- 
hagen on May 22 and 23 and 
June 5 respectively. 

The other two law-cost ser- 
vices are Ryanair, which 
starts flying on Thursday to 
Venice in Italy, St Etienne in 
France and Kristianstad in 
‘southern Sweden. It will 
launch services on June 4 to 
Pisa and Rimini in Italy 
to Carcassonne in south- 
west France, and Virgin 
Express, which starts a joint 
operation with Sabena to 
Brussels on May 17. 

The Brussels operation is 
the odd one out, in that 
Sabena will offer fully flexi- 
ble business class seats that 
can be booked as part of an 


interlining arrangement 
Despite this flurry of activ- 
ity, Stansted's conventional 
airlines outnumber its cut 
price operators by more than 
four to one. 

On top of established carri- 
ers - the most prolific is 
KLM uk, the Dutch airline's 
regional subsidiary, which 


people don’t realise it, 
because compared with 
other airports it is so quiet 
In the terminal,” says a 
spokeswoman. “At Gatwicb 
you always hear noise, 
whereas here you only hear 
the person next to you 
talking.” 

Quiet does not mean mori- 


‘Even when we are busy, people 
don’t realise rt, because compared 
with other airports it is so 
quiet in the terminal’ 


operates to 13 of the airport's 
50 destinations — the list of 
newcomers keeps growing. 
SAS has just started flying 
to Stockholm, and. Norwe- 
gian carrier Braathens has 
switched its Bergen and Oslo 
services from Gatwick. 
Eurowings, a German car- 
rier, recently began flying to 
Dresden. And BASE, a Dutch 
carrier, has started a service 
to Eindhoven. 

With an 11.1 per cent 
increase in traffic in the year 
to stansted Is already 
handling slightly fewer than 
5-5m passengers a year in a 
terminal built far 8m. BAA, 
the airports operator, has 
outline planning permfesian 
to increase that to 15m, a 
target it expects to attain in 
2006. Expansion beyond that 
will dgnumri another, mara- 
thon public inquiry. 

“Even when we are busy. 


TIME ZONE EFFECTS RECENT REMEDIES 

Bright light on jetlag 


Everyone has an idea but no one has a 
trustworthy cure, says Farrol Kahn 


Jetlag is increasing among 
business travellers, owing 
mainly to the introduction of 
long, non-stop flights of 14-16 
hours. 

“We’re seeing a lot more 
jetlag today than ever 
before,” says George 
Remington, senior medical 
adviser at Marks and Spen- 
cer, the retailer. “The body 
is subjected to a longer 
period of physical insult 
because or less oxygen, low 
humidity, time zone changes 
and time pressures." 

Everybody has a remedy, 
from brown paper bags in 
the socks to chemicals. A 
recent development, from 
Cornell University in the US, 
involves shining bright light 
at the back of passengers’ 
knees. The idea is to change 
biological rhythms and syn- 
chronise the body clock to 

destination time. 

But no one has a cure. 
Most business flyers tend to 


get over time zone effects by 
a combination of high adren- 
alin while on the ground, 
and sleeping inflight. 

A more scientific solution 
may be to seek help at a 
jetlag clinic, with a custom- 
ised service and options 
such as medication, light 
visors, herbal treatments 
and autohypnosis. 

David O’Connell, a family 
GP. runs a jetlag clinic in 
Chelsea. London. He has 
reviewed the data and uses 
updates on treatments. 
“There is a definite differ- 
ence between the way the 
two sexes handle jetlag.” he 
saj-s. 

“Men tend to approach 
jetlag in a macho way by 
denying that the condition 
exists. It is a taboo illness 
for them and if they admit to 
the problem, they would get 
a reputation for being unreli- 
able at the workplace. 

“Whereas women tend to 


be more honest about the 
condition - but then they 
have more at stake, because 
it can affect their menstrual 
cycles,” he adds. 

One useful medication, 
according to Dr O'Connell, is 
melatonin, which helps regu- 
late tiie body clock. It may 
be supplied by doctor's pre- 
scription in the UK. 

Another strategy is to 
devise a flight plan that fits 
a passenger’s medical his- 
tory and requirements. This 
enhances the body’s syn- 
chronisation by a combina- 
tion of factors to stimulate 
wakefulness or sleep. A con- 
sultation at the Chelsea 
clinic costs £60 and a travel 
plan costs £30. 

The ultimate cure for 
jetlag, however, is to fly Con- 
corde or not at all, delegat- 
ing other travel. 

Jetlag Clinic, Chelsea, Lon - 
don. 0171-584 9779. The 
author is director of the Amo- 
tion Health Institute. 8 King 
Edward St, Oxford OX1 4BL 
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Service speeds 
recovery of 
lost baggage 

A service to help business 
travellers retrieve tost luggage 
more speedily is to be 
launched by a group of 280 
independent UK travel agents. 
The agents, members of the 
Advantage consortium, wiD 
provide customers with bag 
tags which, if the luggage is 
lost, wifl alert the afrftne to 
contact Travel Helpline, a 
24-hour service based In New 
York. Travel Helpline wfl] have 
a detailed record of the 
passenger's Itinerary and will 
get in touch with them to • 
arrange for their luggage to be 
returned. 

“This is not Intended as a 
substitute for the carriers’ own 
efforts," says Norman Gage, 
of Advantage, “but. If 
something goes wrong - if the 
airline bag tag gets tom off 
perhaps - it is intended as a 
back-up to make sure our 
customers get their luggage 
back as quickly as possible." 

Defibrillators for 


US flights 


The trend among airitnes 
towards carrying defibrillators, 
which may be used to help 
passengers steering heart 
attacks, gathers pace next 
month when American Airlines 
starts to equip its domestic 
fleet 

The devices are already 
avaftableon its overseas 
flights. Although not effective 
in every case, defibrillators 
may be used to restore the 
heart's regular rhythm. 
American says that by the end 
of thus year it will have trained 
afl its 20,000 cabin crew to 
use the machines, which 
include votes prompts. The 
equipment also provides a 
visual analysis of the patient’s 
heartbeat, helping any doctor 
who happens to be on board 
to assess the problem. 

New hotel for 
Ho Chi Minh City 

Marriott wffl open a hotel in 
Saigon, officially known as Ho 
GW Minh City, on June 1. It 
wfll have 349 rooms and 
suites on 21 floras, a rooftop 
gymnasium and swimming 
pod, and sweeping views of 


the city and the Saigon River. 
The chain has also announced 
that it will take over 
manag em ent of the Grand - 
Hotel Flora on Rome’s Via 
Veneto early next year. The 
160-room property wfll be a 
century old next year. It is 
undergoing a facelift, including 
the installation of a business, 
centre. 

Cincinnati/Tokyo 
service planned 

Delta, the US airline, plans to 
launch services between 
Cincinnati and Tokyo’s Nartta 
Airport on October 28. There 
wiH be one stop an route In 
Portland, Oregon, where the 
aircraft vriB spend about two 
hours on the grtxeid in each 
direction. Flights from 
Cincinnati wil depart at 
9.30am and arrive In Japan at 
4.25pm the next day. Return 
services wfll leave Tokyo at 
6.35pm arriving in Portland at 
10.25am and Clncfcinati at 
7.50pm. The airline wiH start 
dally, non-stop services from 
Atlanta to the Japanese 
capital on June 3, and from 
Portland to Osaka and 
Fukuoka In the autumn. 

Just the ticket 
for BA flyers 

British Airways is extending 
electronic ticketing to most of 
its transatlantic flights from 
London Gatwick. Instead of 
customers having 
conventional tickets, they msy 
book by a credit or loyalty 
card that wfll be read by 
machines being Installed at 
check-in desks. The airline 
has begin taking bookings for 
tickatless travel on ftgits from 
May 11 to San Diego, 

Phoenix, Houston, DaSas/Fort 
Worth. Atlanta, Orlando. 
Charlotte, Baltimore, Bermuda 
and Pittsburgh. Denver win be 
added to the list when BA 
starts flying there non-stop on 
June 1. The system is 
described as a trial, but it fe 
expected to be extended in 
October to cover afl ihe 
ahflne’a transattantic services 
to US gateway airports. 
Tcketiess travel may be 
booked through agents in the 
UK but wtfl not be avaiable 
that way in the US until earty 
next year. 


Roger Bray 
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bond, however. A third large 
check-in Island Is being con- 
structed to cope with extra 

destinations and the duty 
free shop has been greatly 
expanded. One of the termi- 
nal's two satellites is being 
attended to handle interna- 
tional, as well as domestic 
passengers from around the 
end of the year. Interna- 


tional travellers will then be 
shuttled there by “people 
mover** trains. 

SAS Is fitting out a lounge 
for its premium class passen- 
gers, a prospect that will 
have cheered Stansted’s 
management Budget travel- 
lei's may be a feet of deregu- 
lated life, but big spenders 
are stfll welcome. 

• How to get there: The 
“Skytrain” service to and 
from London’s Liverpool 
Street takes 41 minutes, runs 
every 30 minutes from early 
morning to late at night, and 
costs £20.40 return. The air- 
port station is immediately 
beneath the terminal. Alter- 
natively, if you are travel- 
ling to and from London's 
West End you can cut off a 
comer by changing to the 
Victoria Lane at Tottenham 
Hale. That is usually the 
only stop, though some 
trains stop at Bishops Stan- 
ford to allow connections to 
other local stations and to 
Cambridge. 

• Taxis: Expect to pay £50 
between Stansted and the 
City. The trip takes 45 min- 


utes in moderate traffic but 
up to lhr ifimin when the 
roads are congested. You can 
book and pay by credit card 
with Stansted Airport Cars, 
which has a desk on the con- 
course. Car rental: Hertz. 
Avis, Budget, fiuropcar. Car 
park prices: short term 
ranges from £1 for 30 min- 
utes to £7 for 6-12 hours and 
£10 for 12-24 hours. Long 
term costs £5 for 04 hours - 
but tariffs have just been 
changed so that you do not 
have to pay the full fee if 
your stay extends into part 
of an extra day. Hotel reser- 
vations: Expotel has a desk 
that also hires out GSM 
mobile telephones. 

• Hotels: The Hilton is at 
the airport, close to the long 
term car park, with a cour- 
tesy bus to and from the ter- 
minal. 

• Eating/drinking: Land- 
side: Bewley’s Restaurant, 
Burger King, Butlers Cafe 
Bar, Costa Coffee, Manhat- 
tan Coffee Cart. Airside: But- 
lers Bar, Costa. Granary self 
service restaurant. Airport 
inquiries: tel: 0345 1 18118. 
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BERKELEY REVISITED 


Days of 
love and 


1* 




tear gas 
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Della Bradshaw 

facte down MBA 
graduates with 
mixed feelings for 
the class of ’69 


■An For Grant Inman. 
PlSM culture shock was an 
understatement. 
After three years In Vietnam 
ih the US navy he returned 
to California In 1967 to study 
for an MSA at Berkeley. It 
was at the height of the free 
speech movement, the sum- 
mer of love in the Haight- 
Ashbury community of San 
Francisco and protests about 
the Vietnam war. 

“The reason it was so 
stunning was that I was just 
two months off the ship with 
its war-time environment I 
had forgotten what was hap- 
pening: elsewhere. It really 
hit home.” 

With a wife and daughter, 
Mr Inman decided California 
was the place to live. He 
chose Berkeley because the 
structure of the course 
enabled him to shave three 
months off the programme 
by working through the 
summer. But there were few 
people on the MBA course 
Who Shared his militar y 
background. 

- The interruption caused 
by the Vietnam war meant 
business schools were happy 
to take on a high proportion 
of new graduates with no 
work experience. At Berke- 
ley about half the class that 
joined in 1967 and graduated 
in 1969 had no work experi- 
ence. 

With hindsight, studying 
for an MBA straight from a 
first degree course was a 
mistake, says Alex Mandl, 
the former number two at 
AT OT, who today is chair- 
man. and chief executive of 
Teligent, the start-up 
communications company. 
“I think i would have got 10 
times more out of it if I had 
had some experience. I feel 


very strongly about that” 

At Berkeley - known 
affectionately as Cal by its 
alumni. - the two years 
between 1967 and 1969 were 
turbulent The problems cul- 
minated in February 1969 
with the People's Paris pro- 
test. when students tried to 
preserve a plot of land oo 
the campus from develop- 
ment. Ronald Regan, the 
then state governor, sent in 
riot police and one person 
died. 

Away from Berkeley 1969 
was the year when Neil 
Armstrong walked on the 
moon and the troubles began 
in Northern Ireland in the 
wake of civil rights protests. 
There were race riots in Mal- 
aysia and Yassir Arafat 
became leader of the Pales- 
tine Liberation Organisation. 

Today alumni hold con- 
flicting views about the" 
value of the Berkeley experi- 
ence. Mr Mandl views the 
disruption negatively. “Hav- 
ing helicopters flying over 
you and spraying tear gas : 
over you is not overall a pos- 
itive experience. There were 
some interesting, dynamics 
but it did not contribute to a 
great academic experience." 

Paul Stephens, now man- 
aging director of investment 
bank Robertson, Stephens 
and Company, disagrees. “A 
lot of what we learnt in the 
'60s at Berkeley was not in 
the classroom. 1 remember 
being In the uiass and the 
tear gas came into the room. 
People were racing to the 
garbage cans to throw up." 

Mr Mandl dismisses the 
tear gas and radical behav- 
iour as “not conducive to a 
thoughtful environment" but 
Mr Stephens says: "The bot- 
tom line to me was that it 
was a good investment in 
being open-minded. Even if 
you hate something you 
should listen to that view- 
point." 

For many the riots were a 
side issue. Thomas Harman, 
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Warwick Business School in 
the UK has introduced 
changes at the top which wtt 
OMde res puris i bg ty between 
mo re of Its sentarfacuBy. 

Bob Gaiters, presently chair 
of the business school* 
become dean and wB focus 

more on external issues and 

relationships. A new post of 
deputy dean has been created 

together with four as sociate 
deans who wiR concentrate on 
the internal managemant of 
the school and day-to-day 


Management flMM). wtt teed 
to two de grees: a Masters in 
Mana g ement tom Purdue and 
an executive MBA tom either 
Tilburg or Budapest 
T/foury Wfoc/ A tes H uh. n l/ 
b tfun nad on/lmm . 


Education 
on line 
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today chairman of Alamo 
Group, a prop&ty company, 
remembers two worlds - he 
describes the business 
school as “an Island in a sea 
of protests". Sometimes 
these two worlds met, but 
rarely. 

While most of Berkeley's 
students were long-haired 
and beaded, the busraess 
school folk were decidedly 
more restrained, says'- Mr 
Herman. “We certainly were 
at the mane conservative end 
of the dress code." 


that it was hard to stay 
focused on the academic. *T 
think you just develop very 
good coping skills: it helped 
develop me.” 

The MBA coarse of the 
day comes in for seme criti- 
cism from its alumni. There 
is general ag ree m ent that it 
placed a Jot af emphasis an 
accounting and on quanti- 
tive rather than, qualitative 
issues. This attracted a lot of 
scientists and engineers - 
around 70 per cent of the 
total student intake on the 


‘Having helicopters spraying tear gas 
over you is not positive. It did not 
contribute to a great academic 
experience’ 


Other MBAs were more 
actively involved. Lynda 
Cyrog, now a partner and co- 
founder of Strategies Incor- 
porated. a strategic planning 
company in Orinda. Calif- 
ornia, joined in the meetings 
and the protests. *1 t h r iv ed 
on it," sbe says, and admits 
she was horrified when her 
parents suggested she 
should quit Berkefoyiand get 
a place at aeisprbeuiiag 
UCLA. 

She does concede, though. 


MBA. Mr Mandl was 
unhappy with the balance. 
“Even as a chief financial 
officer you don’t do algebra: 
you need to deal with finan- 
cial policy." 

Mr Inman is more positive. 
“It had an account- 

ing course which has stood 
me in good stead over 30 
years in venture capital. I’ve 
started eight funds during 

that time." 

For Gifford Fong, presi- 
dent of financial services 


company Gifford Fong Asso- 
ciates, and in 1967 no more 
than an amateur Investor, 
the most striking thing was 
the seriousness with which _ 
the school viewed his hobby. - . 
“What I particularly Hked- 
was that you could get col- 
lege credits for learning^ 
about the stock market I-;' 
t houg ht that was amazing." , 

In the late 1960s the fac- 
ulty were largely academic - 7 
today there are more busi- 
ness people on staff. And 
they were mainly irw»n . com- 
plains Ms Cyrog. “I don’t 

Think I TmH a ftmmte profes- 
sor the whole time I was 
there." 

Because she «mu» from a 
family b usiness background 
where women played a rote 
she describes herself as 
“really shocked" that there 
were so few women an the 
programme. According to 
Berkeley. 17 of the 284 stu- 
dents on the programme 
were women, but Ms Cyrog 
can remember only three. 
“We-jwe rare bkds." 

One adva n ta g e of being a' . 
“rare bird" is that the MBA; ' 
matte a real en q lt n m tinm to ’ 
Ms Cyrog 1 * career. “The 
MBA at my time was the 
real secret Being a woman 
didn't get you the prompt 
tie®. Befog a w oman wethaa I 
MBA did. It made all the dif- 
ference in the world." 


On graduation many 
MBAs discarded their jeans 
and long hair for suits, mov- 
ing into investment Twnlring 
and yentnre capital. Berk?-,, 
lhy/was one of ihp. firdf 
schools, to deal with enfre- 
grijaeuyshlp, which stopd 
alumni in good stggl, 

- some, such 

Stephens, Mr Fong and&££ : 
feman nm their own tovtfflr . 
merit companies. Mr M a na tl - 
former heir apparent at 
AT&T, left tiie phone com- 
pany in a blaze of publicity 
in 1996 to set up Teligent 

For Daryl Sattui the MBA 
was part of a strategy to 
rebuild the fsrafiy wine busi- 
ness in Napa Valley, a win- 
ery which differentiates 
itseff by selling directly to 
thg public. 

And Ms Cyrog set up 
Strategies Incorporated in 
1995 with aJemale colleague. 
“We wanted a that , 


Robert Dyson, a former 
chair of the school, has been 

appointed deputy dean. 

Warwick Business School 
has more titan doubled its 
staff over the past 10 years 
and now has 170 faculty and 
100 support staff. 

Warwick: 

www.wb&warwidcacMk 


Three-way 

degree 


is ‘ what I learnt kt . 
Berkeley." '- yz- - V 
Otiters, sd&'aS 
man.:take % tzmre ggtiend 
view of the value 
ley MBA. *1 don't wanfcto, 
overplay this. butldant 
think there is a day gbes by 
when I don’t go back to- 
tiitng ji I learnt at Berkeley. 
It% 30 years - 5 that 
just blows my grind. It’s 
amazing." 


Three universities in the US 
and Europe have combined to 
offer an international executive 
MSA programme from 
Jfihuary. 

TItourg University in the 
Netherlands, the Budapest 
University of Economic 
Sciences in Hungary and 
Purdue University In the US - 
are to offer a two-year 
pr o gramme which comprises 
seven two-week residential 
periods. The residential 
sessions wffl alternate 
between the US, Netherlands 
and Hungary. 

Teaching faculty wffl be 
(town from ait three 
institutions arid the orgmisers 
expect the participants to 
come from marry different 
coantriss^Arf Hemet-based 
wffl 

fa^^th'cocrnwriicate 

b^SiSw^^Qhfiaf-. 


Insurance companies and 
banks have tong offered 
"(freer, onfina services to 
customers, htowff tefhetum 
of business schools. 

Wharton Direct has been 
developed by the Wharton 
school at the University of 
Pennsylvania and Cattter 
beaming Network, and is 
intended to deliver business 
courses simultaneously to 
executive learning certires 
across the US. 

The first group of 
programmes offered wtt be 
the Wbridng Knowledge 
Series, a coflection of applied 
foundation courses for mkkite 
managers and technical 
profewBonals. Typtcafly 
courses wfli run for three 
hours, once a week for five to 
eight weeks. Courses wffl 
begin in September. 

Wharton: 

www.whartonujpenn.edu/ 



Mediterranean 

consortium 


The programme, tiW.'. 
International Masters^ 


Five European business 
schools have set up a 
consortium to develop 
managers in the 
Mediterranean area, nertabty 
Tunisia, Morocco and 
Lebanon. 

The Metamed con s orti u m 
has been formed by the 
Madrid-based Institute de 
Bnpresa, the Athens 
Laboratory of Business 
Administration in Greece, the 
Lyon Graduate School of 
Business in France, SDA 
Bocconi in Italy and the 
Institute Superior de Gestao in 
PortugaL 

The group wffl be organised 
and represented by the 
Brussels office of IE 
Metamed: 

cb.europaQeuroneLbe 


taforaixtta for News ton Canpos shook! be sortie Delta Bradshaw, 

The Rnwctei Times, One Southwark fridge, London SE1 9HL. 

Tel. 44 171 8734673 Fax 44 171 873 3950 
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,v : 

..noiU 


■ TODAY 


Cyprus Ltd 


CONTINUING TO 
LEAD THE WAY IN RUSSIA 


Abbey National Funding 5.8% 
Dual Currency GND 2000, . 
Y2416.66 

Anglo American Indl 5%% 

Cum 1st Prof R0.05625 

Armour Trust 0^p 

Bayer DM1.90 

Dicom Group 0.92p 

Hughes (TJ) 2.4p 

Japan Development Bank 7% 

GND 2002 $70 

Lowe (RH)O.20p 

Do6V&% Cum 1st Pref 

2J275p 

New Zealand 1114% 2008 
£281.25 


Nortitamber \2p 
Quarto Group 2Jp 
Select Appointments 2.3p 
Sfrdar l-85p 

Slough Estates 10% Bds 2017 
lOp 

Tay Homes IBp 
Technopiast Industries 
NIS0.18156 
VdvoAStaS 
Do B Skr5 
ZENECA 25p 


Gtd Nts 2007 AS121B0 
Vymura 3.8p 

Whitbread 714% Uns Ln 1995/ 
99 £3.625 
WSP 1.6p 


■ THURSDAY MAY 7 


■ WB7NESDAY MAY 6 


Rossiyskiy Kredit 
Bank 


Mezhcombank 


RabkImpbsial 


USD 50,000,000 

Ton LoanFaclky 


USD 30,000400 

TanLMMRy 


USDSftOOfVOOO 

TntUefadW 


USD 50,000,000 

TanLOMheav 


Arranger/Agent 


■ TOMORROW 

Abbey National 2tL5p 
Barclays 23_5p 
Do ADR $1.9245 
Bearer 2.3p 
Birse Group °-3p 
Bridport 2p 

British P^oleum-j5jj6p-v 
Do ADR $0,704 V ; ' 
Do ADS $0,704 
Ciarke (TT4fi7p 


ArrangerfAgeoi 
/lets on. '■ . 


Anangot/Ageot 


Arrange/ Agent 
My)W7 ■ 




BanK 

MENATEP 


Rossiyskiy Kredit 
Bank 


National Reserve 
Bank 


(!) 


CrestaCare O.B9p '/f 
Graham Group 

Ivwy & SSneOptimau Income 
l^p *£*?***' ■ 

Low & Boner .1L-35p-V . 

National Westmkia&f&ank 
21 £p - ■ ' 

New York FRE 1998/201)2 
$151.67 


Baldwr)2£p 

Capital Shopffrig Centres 

5.1 25p 

Dunedin Smaller Co's 8%% 
Deb 2022 £4.1875 
E(Sn burgh US Tracker 4.85p 
Ftemang Natural Resources Inv 

02p 

Gremfin Group l^p 
HaBfax 7%% Nts Due 1998 
£73.75 

Heywood Wiliams 8^p ' 
Hoechst DM1.50 
Do DB 3 Certs DM1 ^0 
Inspec 4.5p 
LASMO 2-3p 

Lewis CJ) 10%% Bds 2006. 
E102^0 

Liberty Intemational 9-6p 
Lorien 5p 

Lukrrter Ffoance 314% Cv Bds 
2002 $35 


Bristol & West 13%% Uns 
Sub Bds £66.875 
Conversion 9%% 2003 
£4.875 

Diageo ADR $0.8328 
Domestic & General 3.5p 
Estates & General 0J5p 
Gu iton 3.13p 
Holmes Place 3p 
St Andrew Trust 0J}p (RD) 
Do6.1p 

Smifo & Nepliew 4% Cv Bds 
2002 £40 W 
SuaHbmo Metal Inds - 
¥712500^"" ' - 
Vlckao4^p 
Wate*s,{R^.6p 


kY,4lAY 8 . 



Do A N/V 2.4p 
Gowrings 2.4p 
Hanson 8p 

Interetrope Technology 
Services l.lp 
Matthews ® 2.5p 
Monteegle $0.08 • • 
Newcastle United 0.6p 
Nottingham Gas Annuities 
£1.625 

Rea Brothers 0.65p 
Robeco F13.60 
Do Sub Shrs F10.35 
Rolinoo R 1^2 
Do Sub Shrs R 0.152 
Roxboro 45p 
Skandia Insurance Skr3.75 
Spandex 2.5p 
Staflwara 2p 

Sumitomo Metal Inds 7%% 
Bds 2001 Y712500 
Torox 1.8p 

Waste Recycling 1 ,9p 
Wembley 2p 




Industrial 


A Stoi.80 
[-80 

W Hospitals 4.4p 
sjwftCv Pref 


Kong) $65 


Manchestw UnftBd CL52p S 
P7B 2.70 - ■5? . i *. 


■ SATURDAY MAY 9 
HALOS 8%% 2018 
£4.1875 

inti Bank of Reconstruction & 
Dvipt £5.75 

St Jame’s Place Capital 
0.75p 

SldDsgroup 2^p 


‘ * «*S|t 


PTS 2.7p* - W . 

SotitalrelJp 

State Bectricfty Commission 




Rying Rowers Units 4^p 
(SbbsA Dandy 2Ap 


U SUNDAY MAY 10 
Inchcape 6%% Cv Sub Bds 
2008 £31.25 


UK COMPANIES 


ll 


USD 80,000,000 

Tctwi IjmfMtn 


USD 125,000,000 

Ttam (ok Fstty 


USD 42,000,000 
& CHF 20,000.000 

TkmlaaihdRT 


USD 75,000,000 

IbBlaaMs)’ 


Arranger/ Agenc 
Ann 1997 


Arranger/ Agent 

Am M 1997 


Airai^cr/ Agent 


ArrangafAgent 

it in 11(1111 1997 




■ TOMORROW • • 

COMPANY MEETINGS: *’ 
Calm Energy, 50, Lothian 
Road, Ecfihbu^gh. Scotland, 
12J30 

Paramba, 4, Chiswefl Street. 
EC, 2130 - 

Richardsons Westgartfv 2, 
CornweS St, BknUnghem, 
10^0 


Yeoman tnvestmem^-Bride 
House, 26, Bride Lane, EG, 
11.45 


■ *r; i 


UNEX1M BANK 


HtFAIXING 


BOARD ‘MEETINGS 
fnterims: 

Stdiaw Group 


BOARD MEETINGS: 
Finals: 

Carbo 

Scottish Power 
Secs Trust of Scotiand 
Interims: 

Anglo Irish Bank 
M\S.G Group i) 4 

Tm4U J f .4* * ‘ - 


BOARD MEETINGS: 

Finals: 

Abbeycrest 

Prowting' 

Raymond 

Slentnl^rt 

Interims: 

Avon Rubber 
Glasgow Inc Trust 
Sanderson Group 


Sharpe & Fisher, Pittvflte 
Rjmp Room, Evesham Road, 
Cheltenham, Glos, 12.00 
SkOsgraup, Bridgford House, 
Hayes Lane, Alderiey Edge. 
Cheshire, 10.00 


Tatie & Lyfe 


USD 25,000,000 

Ten* Loan In*} 


USD 50,000,000 


Vioor BapadopoeJcs 

OHEfEXPCUTlVE 

MrSopbodes Parapanos 

HANAGaiQDBECTOe 


Arranger/ Agent 
DcanSertW? 


Arianger/Domkaie Agenr 

Deader- 1997 


Lorams BUSINESS CBffltE.28 OCTOBER STREET 
P.a BOX UBS. UMASSOL 3035. CYPRUS 
TELEPHONE; 057) 5-344445, FAX: 057)5-747831 
- TELEX: 4513 LFACY 




I ■ WEDNESDAYlVlAY 6 
COMPANY MEETINGS: 
Hambro Countrywi de , 1, 
Angel Court, EC. 10-30 
Hodder Heatfcne, 338, 
Easton Rood, NW, 10.00 
Ivory 4 Sme ISIS Trust, 
Second Floor, Princes Court, 
7, Princes Street, EC, 12.45' 
Lltho Sti p pB os. Edgwasebury 
Hotel. Bamet Lane, Sstnee, 
Hertfbn&htr* 2A0 
Second Market ipy, tofotic 
Hoiwe; 13, South amp to n 
Place, WC, ia00 - 


■ THURSDAY MAY 7 
COMPANY MEETINGS: . 
Gape, fver Lane, Lfcbridge, 
Middlesex, 12.00 
Flo merles, 81. Bridge Road, 
Hampton Court, Surrey, 11.00 
Mrra-Groiv, Cabot HaU, 
Cabot Place West, Canary 
Wharf. E. 1130 
Standard Chartered, 30. 
Threedneedle Street, EC, 

1ZJ00 

Wtanpey (GJ, Buckingham ' 
Suite, Royal Green. Hotel. 
K&fe t rtiyion High Street W, ' 

I2i» 


■ FRIDAY MAY 8 
COMPANY MEETINGS: 
Card Clear, Credit Lyonnais 
Laing, Broadwafr House, 5. 
Appoki Street. EC. 10.00 
Rfe Indmar, 1 15, H an o ve r 
Street, Edinburgh, 12.00 
Forth Ports, Caledonian 
Hotel, Princes Street, 
Etft7burgh.il. 00 
IMI, Staids Birmingham 
Metropote Hotef, National 
Bchlbitian Cwrtre, 
B&mfrigham. 12.00 
MaBett, 141. New Bond 
Street. W, 10.00 

Rotherham, 12.00 


BOARD MEET1NGS: 
FinaJs: . 

Audax Properties 
Cairngorm B.S. (1-10) 
Value & Income 


Company meetings am annual 
genera! meetings untoss 
otherwise stated. 

Please note: Reports and 
“ccpunts are not normally 
available.untii appro x i ma t e ly 
six weeks after the board 
m ®eting to appipve the 
preliminary results. 

TWs Bstls not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of immlnartf 
announcements. 


1 *n 






Now what is the most important issue in European Finance today? 



If ail you see are shapes, hold this page up to the light, 

and read between the lines. 









get your mind 

WORKING WITH 

PARI BAS 


PARI BAS No I IN EURO 

WITH 30% MARKET SHARE 


Other banks claim leadership. 

But when you read between the lines, the supremacy 
of Paribas in all matters relating to the Euro is obvious. 
Perceptibly so. 



First Supranational in Euro 
First Sovereign in Euro 
First emerging market credit in Euro 
First non-European issuer in Euro 
First convertible in Euro 



First Corporate in Euro 
First Global in Euro 
First syndicated FRN in Euro 
Largest fixed rate Eurobond 
No.1 Euro Swap House 


PARIBAS Thinking beyond banking 
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THE ARTS 


CO 
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GLASGOW 

Tomorrow is the firs night of 
wwttteh Opera's new production 
Of Tchaikovsky’s 7?* Queen of 
Spates, conducted by Richard 
Annstrong and staged by Yannis 
Kokkos. Alter five 
performances at the 
Theatre Royal, the 
production will tour 
next month to 
Edinburgh and 
Sunderland. 

MILAN 

Weber's Der 

Frerschutz makes a 

rare appearance at La 

Scala on Thursdays it is 
conducted by Donald Runnicles 
(above) and staged by PiefAIfi. 
with Kim Begley as Max and 
Nancy Gustafson as Agathe. 
There are six performances. 


m MILAN 

Weber's Oer 

Frerschutz makes a 

rare appearance at La . - ^ 

I 1 Scala on Thursday. It Is Tamm 

■mm conducted by Donald Runnicles staatskapet 

O (above) and staged by Pter'Afli. six Beethov 
wtth Kim Begley as Max and Royal Fasth 

Nancy Gustafson as Agathe. Daniel Bare 

There are six performances. piano cones 

Finn with 
a double 
identity 

Conductor Esa-Pekka Salonen reveals his 
plans as a composer to Pierre Ruhe 


LONDON 

During the flnt'MT of the ITtfl 
century, Utrecht nurtured a 
group of artists who became 
Indelibly associated with the 
Dutch Golden Age. An exhsbftkxv 
at the National Gallery 
brings together 79 : ■ 
masterpieces, 

highlighting the 
tradition of 
religious Brief 
. mythological art : 
sustained by the . 
city’s paintBrs. tt 
opens on Thursday 
and runs until early. - 
• -■ August " 

Tomorrow the Berith . 
Staatskapelle gives the first of 
six Beethoven concerts at tire - 
Royal Festival Hall, in which " 
Daniel Barenboim will play the :• 
piano concertos and conduct - . 


the symphonies. 

Sarah. Kane. perhaps 
London's most iscandat^icitlng 
playwright of the 1990s. 


SB 

1 MI 

mm i 


presents her latest play, 

Cleansed, on Wednesday night 
at the Royal Court Theatre' - 
Downstairs at the Duke of 
York's. Hie director is James 

Macdonald. 

- Saturday Night Fevgr^ the 
famous 1977 disco fflin, now 
arrives on the West End Stage IB ' 
a musical at the London ' 
Palladium. Adam Garda (left) and 
Anita Louise Combe toad file cast 
the production opens tomorrow; 

AMSTERDAM 

Bryn Terfel sings fits first Scarpria 
in the Netherlands Opera’s new 
production of Tosce at the 
Muziektheater on Wednesday. • 
The title role is sung by Catherine-. 
Malfitano, and Richard Margison " 
Is Cavaradossi. Riocardo ChaJHy 
(right) conducts a staging by 
Nikolaus Lehnhoff. 



VIENNA 

The Vienna festival dominates 
the arts scans in the Austrian 
capital for the next six weeks. 
Luc Bondy opens his tenure as 


festival drama director with a 
production of Odan von 
Horvath's Figaro gets divorced 


the wortd premiere of Botho -7 
Strauss's new play, directed by- 
Peter Stein, and Cosi fen totfe . 
conducted by Rtccardo Muti. 

CLEVELAND 

An exhibition of ancient Egyptian 
faience, ranging from cosmetic 
boxes to models of gods and 
hippos, opens at the Cleveland 
Museum on Sunday. It will travel 
to the Rhode Island School of 
Design in August and the Kim bell 
Art Museum in Fort Worth next 

year. 

BRIGHTON 

The main theatre event of this 
year's Brighton Festival opens 
on Tuesday at the Gardner Arts 
Centre, the Theatre of Vilnius’s 
production of Chekhov's The 


on Sunday at the Theater an der Cherry Orchard, directed by 
Wien. Other highlights include Rimes Tumlnas. 


Esa-Pekka Salonen must feel 
on top of the world. As a 
cuoductor, his achievements 
will be recognised with the 
Roynl Philharmonic Society 
Music Award, to be pres- 
ented on Wednesday, for 
directing the Philhannonia's 
“Clocks and Clouds" festival 
celebrating the works of 
Gyorgv Ligeti. His music 
directorship of the Los 
Angeles Philharmonic, after 
six years, is often lauded as 
perhaps the most successful 
extant partnership of all 
American orchestras. 

Now the composer Salo- 
nen. long in the background, 
ts beginning to emerge. The 
ALx-en-Provence Festival has 
commissioned his first 
open, tor 2UUI. Peter Sellars 
will produce the opera, to be 

*1 appreciate the 
physicality of 
music, the 
visceral impact, 
not just the 
cerebral aspects* 


hasrd on Peter Hock's novel 
Tin' W oman and the Ape. A 
prominent English-language 
librettist and several cele- 
hraf«*f singers have signed 
on. The usually conservative 
l«o$ Angeles Opera will give 
the work's second perfor- 
mances later that year. It 
helps when Salonen says 
“opera is about expressive 
singing", that it should 
"communicate directly, 
openly with an audience" 
and that he will use classical 
principles of text -setting, cit- 
ing lute Verdi as a model. 

Tile music, however, will 
not depart from the path of 
lus i«*uvtv > light and cnnl- 
hcaded. colourful, angular 
and tbonmghly modern. A 
Finlandia nvcirding of Salo- 
nen's own output has so far 
been the only way to hear 
his music. The isi-ycar-old 
Finn will take a year away 
from the podium and force 
his coniposmg to catch up 


witb his conducting - 
although on sabbatical 
leave, he will continue to 
plan the LAPO’s season. 

Studies al tbe Sibelius 
Academy in Finland, and 
later with Franco Dona to ni 
and Niccolo Castiglioni. aug- 
mented his early skills devel- 
oped on the horn, piano, and 
as a music critic. In the 
1970s he joined his class- 
mates - Magnus Lind berg 
and Kaija Saarlaho among 
them - in forming “Ears 
Open", a loose society influ- 
enced by the Darmstadt 
school, in opposition to the 
perceived, stifling confor- 
mity of the Finnish estab- 
lishment They succeeded in 
forging a cosmopolitan 
music vocabulary. Still, he 
maintains, "temperamen- 
tally, IH always be Finnish'*. 

He says: “My music is a 
continuation of tbe post- 
serial world, but more open, 
less rigid. Varying speed in 
music is something that had 
vanished from the vocabu- 
lary of composers. Modula- 
tion now interests me, where . 
the harmony is identifiable 
so that a change is detect- 
able.'’ Where once the Sec- 
ond Viennese masters were 
central, now Debussy, Ravel. 
Lutoslawshi and Ligeti 
receive more attention. Stra- 
vinsky. both for the late 
serial works as well as the 
neo-classical period, grows 
in importance. A look at the 
programmes Salonen con- 
ducts would verify this. 

“I appreciate the physical- 
ity of music, the visceral 
impact, not just the cerebral 
aspects. It’s a combination, 
obviously, and part of that 
appreciation comes from my 
conducting. Tm very aesthet- 
ically free at the moment, 
and that makes it easy to 
compose. But I’ve not 
jumped camps." 

Since he has maintained 
an ambitious conducting 
schedule over the past 15 
years, his composing has 
typically been done on the 
fly. with a sketchbook and 
laptop computer by his side 
while he travels. He collects 
original musical material, 
hits at a time, and likens his 
composing process to 



Shakespeare with no 
sense of direction 


Salonen: he has been commissio n ed to write an opera for the Abc-eo-Provence Festival 


organic growth, or “like 
making butter. .First, you 
whip the cream until it 
starts to harden into little 
dumps. These grow larger 
and larger until the macro- 
forms start to take shape. 
Only later does the big pic- 
ture. the butter, appear." 

The Concerto for Alto Sax- 
ophone (1981-83) was a turn- 
ing point in his output, his 
first large-scale work at the 
onset of his adult style. It 
clarified procedures used in 
the rhythmically complex 
orchestral piece “Giro" of 
1981. which has recently 
been rewritten and expan- 
ded. 

A triptych called M Yta" - 
Swedish for “surface" - 
begun in 1982. starts with a 
six-minute piece for alto 
flute. The tempo marking 
sal’s “Presto, meccanico ner- 
vosa". which goes for in 
explaining how he thinks 
about his own music. About 
“Yta 2” (1985, Cor piano or 
harpsichord), Salonen paints 
a picture when he says: "1 
have tried to learn some- 
thing from crystals, from 
snow and ice." 

Like the other recorded 
works, “Floof (1990), an 


absurdist theatre piece, and 
“Mimn 2" (1992).for.oboe and 
orchestra, gives evidence of 
a sty le firmly attached to bis 
training, with its composer 
perhaps the smartest boy in 
class but not necessarily the 
most creative or daring. In 
more recent works, like the 
orchestral "LA Variations", 
that style has opened up and 
is more free. Writing a suc- 
cessful opera will certainly 
demand a creative leap. 

This slim output, tbe fre- 
quent revisions, the lucidity 
of thought, and the conduct- 
ing career that started sim- 
ply to gain performances of 
his own music, are aH remi- 
niscent of Pierre Boulez. 
“Boulez’s music got more 
efficient after he started con- 
ducting. and I think mine 
did as welL The effort-to-ef- 
fect ratio is very important 
for the players." It is typical 
of Salonen too. whose con- 
ducting career has received 
the bulk of his energy. 

Salonen was first noticed 
in 1982 when he conducted, 
on just one rehearsal, an all- 
Berio concert in Gothenberg. 
A year later, again at short 
notice and never having 
studied the work, he con- 


ducted Mahler's Third Sym- 
phony with London's Phil- 
harmonia. The success 
launched his career - as a 
conductor. Yet unlike most 
jet-set maestros, Salonen has 
only strengthened his ties 
with new music. For the Los 
Angeles Philharmonic, he 
programmes more 20th-cen- 
tury works than any other 
American orchestra. “For an 
artist, survival for its own 
sake isn’t interesting," he 
says. “For an orchestra it's 
death." 

Salonen often speaks of 
the inseparability of his dou- 
ble identity. *Tm very satis- 
fied in LA now in my rela- 
tionship with the players. 
We work at maximum effi- 
ciency, and that's rare with 
any orchestra." 

But will the mostly 
unknown composer indeed 
overtake the star conductor? 
“I can't imagine not perform- 
ing music - I need my fix of 
the new repertoire, the 
orchestra and the audience. 
But the balance between 
conducting and composing 
will have to change. At this 
time in my life I want to 
write music. That will 
become the priority." 


THEATRE 

ALASTAJR AULAY 

Measure for Measure 
Royal StiakB3peare Company 

You are a director asked to 
stage a well-known Shake- 
speare play for the Royal 
Shakespeare Company. Do 
you pitch it at connoisseurs? 
Or at newcomers to Shake- 
speare? Do you try to turn 
newcomers into connois- 
seurs? Or to make the con- 
noisseurs feel like newcom- 
ers? Do you aim to take 
everyone by surprise? Do 
you strip away all the tradi- 
tional trappings to reveal 
anew the text? Or do you 
begin by working out the 
visual framework to bring 
tbe old text to new life? 

In this case, you are Mich- 
ael Boyd, and you are an 
associate director of the 
RSC. You are staging the 
third production of Measure 
far Measure to be seen at the 
Royal Shakespeare Theatre 
at Stratford-upon-Avon in 
the last 10 years: you have 
staged a few Shakespeare 
plays before, and this is your 
second for the company. 

So what do you do? You 
repeatedly project non- 
Sbakespearian text onto the 
stage. You make one prison 
scene surreal, with prison- 
ers' heads sticking up from, 
the floor like tulips and with 
Pompey the convict walking 
around and sprinkling them 
with his watering-can. In the 
final scene, you suddenly 
equip half your characters 
with guns, and help Shake- 
speare out by staging a coup 
d'etat that he forgot to 
include himself. 

You decide to light it from 
beneath with a massive 
glare from the too flight that 
casts vast shadows onto the 
stage's rear walls and puts 
sinister/eerie shade onto 
people's faces. You put it 
mainly into Edwardian 
j dress, but you put a few 
characters (notably Angelo) 
into modern dress. You 
make your characters exit 
and enter by means of two 
complicated staircases, one 
of which makes footsteps 
clatter obtrusively. You have 
the Duke run away, drunk 
and desperate, before bis 
opening speech, which is 
delivered by his voice as 
dimly recorded on an Edison 
cylinder. 

You encourage or allow 
the actors to make some of 
tbe verse sound like sponta- 


neous coarse prose and some 
of it like un spontaneous 
high art You encourage or 
allow them to shout many of 
tbe most famous lines, and 
you encourage or allow some 
actors to chant some of their 
other lines softly and artifi- 
cially. Lucio quietly drones 
one whole section of one 
scene, then suddenly shouts 
at the Duke. Neither effect 
seems justified. 

Who do you have in mind? 
Not surely my nephews and 
nieces, who have never seen 
this play but are just 
starting to enjoy Shake- 


Prisoners* heads 
stick up from 
the floor like 
tulips and get 
sprinkled with a 
watering can 


speare in the theate. nor me, 
who has seen five produc- 
tions of this play in the last 
10 years. This Measure for 
Measure is full of incidental 
effects that can only confuse 
people; it casts no valuable 
new light for those who have 
seen the play before: it puz- 
zles,, but it does not interest 
The actors would make a 
for stronger impact with less 
strenuous lighting than 
Heather Carson's and more 
coherent designs than Tom 
Piper's. Visible musicians 
are welcome and John 
Woolfs music is admirable, 
but the actors are not helped 
by having to project key 
soliloquies over (for exam- 
ple) a 'cello solo. Artificial 


arm gestures oddly bedeck 
the central three perfor- 
mances. In Robert Glenis- 
ter's agonised and tense 
Duke. I do not recognise the 
ruler wbom Escalus 
describes as “a gentleman of 
all temperance", but he 
catches tbe role’s urgency. 
Clare Holman's contained 
and demure Isabella is a con- 
vincing postulant for the 
convent - and her En glish 
rose complexion is affecting 
- but her temperament 
seems too reined -in to make 
sense of this girl's spontane- 
ous brilliance in ethical 
debate. As Angelo, whose 
appalling hypocrisy Shake- 
speare illumines from within 
so powerfully. Stephen Box- 
er's vocal delivery' is too full 
of artificial contrivance. 

Granted, this is not a terri- 
ble production. Much of 
Measure for Measure still 
comes across, both the satiri- 
cal comedy and tbe 
anguished moral dilemma, 
although the exciting narra- 
tive grows rather obscure in 
the second half here. But 
this is an entirely superflu- 
ous staging. It gives the 
impression that Boyd had no 
particular desire to direct 
this play. It confirms the 
impression that the RSC has 
trotted this play out again 
merely because it is known 
to go down well with its 
usual audience. It even con- 
firms the long-growing 
impression that Shakespeare 
is the millstone around the 
RSC's neck. “Just another 
Measure for Measure ,** it pro- 
claims: often very other 
indeed. For wbom does the 
director direct? And why? 

Sponsored by NaflVest ta rep- 
ertory at tbe Royal Shakespere 
Theatre, Stratford-upon-Avon. 
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Agonised and demure: Robert Glenister and Clare Holman 
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OPERA 

Netherlands Opera, H*rt 
Muzfefctfieater 

Tel 3;-20-55t a$TJ 
To^co: nv Puccini. Now production 
by Nikolaus Lohnhorf with a cast 
including Bryn TodcJ. The 
conductor is FUccofdo Cha®y: May 
6.8 _ 

BARCELONA 
exhibitions 
F undacW “ia Calx*" 

Tel: 34-J-ZO? TFT 5 

169S. F«n do S*do Spain: Daily 
Lite. Historical exhibition aasignoa 
to recuniStrjct 8 pfctuTO Of lite In 
Spern roe end of the lost 
cortury Pamling is its mainstay - 
also included ora books, 
how'^.ipore a** °' har ob i QCts °* 
me time: to -kri 1 

BERLIN 

DANCE 

Deutsche Opar 

M Maim taU? of 

Deutocfw Of** 

«*** bv KyUin. agorwah and 


Forsythe: May 8, 9 

BOLOGNA 

OPSTA 

Teatro Comunate 
Tel: 39-51-529 999 
wwwjiettuno. it/boHeatmcomunale 
Don Pasqualc: by Donizetti. La 
Scats production condoueted by 
Maunzk) Benin l/Rotoerto Polastri In 
a staging by Stefano Veiofl. Cast 
Includes Ruggero Raimondi; May 
5. 6. 8 

BRUSSELS 
OPERA 
La Monnale 

Tot 35-2-229 1211 
U Rttarno dlliusse: by Monteverdi. 

New production conducted by 

Philippe Preriot m a staging by 
Wtlbam Kentrkfge. With the 
Handspring Puppet Company, at 
Iho Lunatfteater. May 9 

CHICAGO 

concerts 

Orchestra HaP 

Tot 1-312-294-3000 
wwnv.cfpeagos yrnphony.org 
m Chicago Symphony Orchestra: 
conducted by Pietro Boulez in 
works by Ravel, Ligeti. Messiaen 
and Roussel. With piano soloist 
Ptefre-LBurent Almard; May 5 
• Chicago Symphony Orchestra: 
conducted by Mark Wiggtesworth 
in works by Debussy. Mozart, Berg 
and Sibelius. With soprano 
Christina Schtifer, May J, 8, 9 

GLASGOW 

EXW8ITTON 


Art Gallery and Museum, 
Ketvingrove 
Tel: 44-141-587 2000 
Scrolls from the Dead Sea: 
discovered in caves above the 
Dead Sea between 1947 aid 1956, 
these manuscripts have been the 
subject of intense controversy ever 
since. Here they wifi be shown 
alongside objects Including the jars 
in which they were found; to Aug 
30. then touring 

HELSINKI 

OPERA 

Finnish National Opera 
Tot 358-9-4030 2211 
The Magic Flute: by Mozart New 
production by Sweetish director 
Etienne Glaser, designed by Peter 
Till berg. Conducted by Mkko 
Franck; May 7 

KORIYAMA 

EXHIBITIONS 

Kortyrana City Museum of Art 
Teh 81-249-58 2200 
Aubrey Beardsley, mors that 200 
drawings, prints, posters and 
books created during the brief 
period of the artist’s fame. The 
exhibition marks the centenary of 
his tragically early death, aged 25, 
and arrives at the V&A in October, 
after touring in Japan: ends 
tomorrow 

LAUSANNE 

OPERA 

Opdra de Lausanne, Theatre 
Mimfeioa) 

Tet 41-21-310 1600 
H Matrfmonto segreto: by 
Cimarosa Conducted by J o na t han 


Darlington in a staging by Alain 
Marcel Cast includes Alison 
Hagley: May 5. 8 

LISBON 

CONCERTS 

100 Days Festival, Expo *98 
Portuguese Symphony Orchestra: 
programme of 20th century works; 
Main Auditorium. Centro Cultural 
de Betem; May 6 

LONDON 

CONCERTS 
Royal Festival Half 
Tek 44-171-960 4242 
Barenboim Beethoven Cycle; series 
of six concerts, with Barenboim 
conducting the nine Symphonies 
and directing die five Piano 
Concertos from the keyboard. With 
the StaatskapeDe Berlin, the 
London Symphony Chorus and 
soloists tba; May 5. 6, 7 

EXHIBITIONS 
Hayward Gallery 
Tel: 44-/71-261 0127 
www. h 3 yward-gaSery. 0 rg.uk 
Anish Kapoor: one of a generation 
at British artists who came to 

prominence in the 1980s, Kapoor 
creates sculptures uang stone, 
steel, and mirrored metal Tins is 
the fnst major showing of his work 
in a public galley m Britain, and 
includes massive new stone 
pieces; to Jun 14 

National Gallery 

Tel: 44- 1 71-339 3321 
Anthcny Caro at the National 
Gallery: Working after the Masters. 
Display of recent sculptures which 
take their inspiration from painters 


including Mantegna and 
Rembrandt; ends today 

LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chamfler 
Pavilion 

Tel: 1-213-972 8001 
www.laopera.ag 
II Trovatore: by Verdi. Conducted 
by Gabriele Ferro in a staging by 
Stephen Lawless. Cast includes 
Vladimir Bogachev; May 5. 8 

MILAN 

OPERA 

Teatro alia Scala 

Tel: 39-2-88791 
www.toscalajniiano.it 
Der FratechOtc by Weber. 
Conducted by Donald Runnicles in 
a staging by Pier’ Aid; 

May 7, 9 

MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tat 49-89-5481 8161 

• Berfm Philharmonic Orchestra: 
conducted by Claudio Abbario in 
works by Mahler and Lareson; 

May 5 

• David Hetfgott Rachmaninov's 
Piano Concerto No. 3. With the 
Munich Symphoniker. conducted 
by Jeanpierre Faber; May B 

• Die Schdpfung: by Joseph 
Haydn. Concert performance 
conducted by Hayko Siemens; 

May 9 

• Milan Symphony Orchestra: 
conducted by Alan Francis in 
works by Mozart, Bruch and 
Schubert With pianists Ferhan and 


Ferzan Onder, and violin soloist 
Anton Barachowsky: May 7 

• Vocal issi mo! Gala der Stars: 
Enoch zu Gutter berg conducts 
works by Haydn, Mozart and 
Beethoven. With violin soloist 
Andreas Rainer; May 6 

NEW YORK 

CONCERTS 

Lincoln Center 

7a/: 1-212-721 6500 

www.lincolncenter. org 

New York Philharmonic: conducted 

by Leonard Slatkin in chamber 

music by Devienne, Saint-Sa&ns 

and Ravel; Avery Fisher Hall: 

May 5 

PARIS 

CONCERTS 

Theatre des Champs Bys6es 
Tel: 33- 1-49555050 
Orchestra National de France: 
conducted by Jerzy Semkow in 
works by Mozart, Wagner and 
Tchaikovsky. With mezzo-soprano 
Jard van Nes; May 8 

SAN FRANCISCO 

CONCERTS 
Davies Symphony HaD 
Tel: 1-475-864 6000 
www.sdSymphony.org 

• An no-Sop hie Mutter, performs 
the complete Beethoven violin 
sonatas In a series of three 
concerts, in matinee and evening 
performances on May 3 and an 
evening performance on May 4. 
With pianist Lambert Orkis 

• San Francisco Symphony 
Orchestra: conducted by Peter 
Maxwell Davies in the wortd 


premiere of his own new work, A 
Reel of Seven Fishermen. The 
programme is completed by works 
by Haydn and Shostakovich. With 
cello soloist Lynn Hanreil; 

May 7, 8, 9 

STOCKHOLM 

OPERA 

Korvgtlchen Oper 
Tel: 46- 8-248 240 
Deutsche Open TannhSser, by 
Wagner. Conducted by Jirt Kout fin 
a staging by Gotz Friedrich; 

May 7, 9 

TV AND RADIO 

• WORLD SERVICE 

BBC Wortd Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

i CNN international 
Monday to Friday. GMT 

(XL30: Moneyline with Lou Dobbs 
1850: Business Asa 
19-30: World Business Today 
22.0th World Business Today 
Update 

• BuSiness/Market Reports: 
05:07; 06:07; 07:07; 0850; 0920; 
10:20; 11:20; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens- 
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The big picture 


While the spat over the ECB president was unedifylng. it 
counts for little set against the enormity of the euro project 


ft was Jean Monnet. the 
founder of the enterprise, 
who remarked that his 
purpose was "not to create a 
nation Europe Instead of a 
nation Prance". So perhaps 
we should not have been 
surprised that Prance was at 
the centre of the clash of 
egos that marred the birth of 
the European Union's single 
currency. Those who yearn 
for an unbroken glide-path 
from economic and 
monetary union to a united 
states of Europe had better 
think again. 

This weekend's spat over 
the choice of a president for 
the European Central Bank 
was a timely reminder that, 
for all the visionary idealism 
and soaring rhetoric, the 
pooling of monetary 
sovereignty by 11 or the EU*s 
15 governments has not 
displaced national loyalties 
and vanities. Realpolltlk still 
rules. 

The summit it must be 
said, was on unedifylng 
spectacle. And one that 
diminished its principal 
participants. Jacques Chirac, 
deserted in the final hours of 
negotiations by Lionel 
Jospin, the socialist prime 
minister, appeared as weak a 
president ns France can 
remember. Helmut Kohl, the 
wounded giant of European 
politics, was humbled by his 
finance minister and by the 
president of the 
Bundesbank. Wlm Kok had 
his eye on nothing but 
winning next week's Dutch 
election. 

In the short term the 
incident may be damaging. 
The European parliament, 
whose president brusquely 
dismissed the eventual deal 
on the ECB as against the 
spirit of the Maastricht 
Treaty, will create a fuss. 
Those In financial markets 
who harbour doubts about 
whether the bank's 
independence is under threat 
will doubtless be edgy. 


The real impact, though, 
should not be exaggerated. 
The process of European 
integration has al ways 
tested the limits of national 
pride. This latest falling out 
between Mr Kohl and Mr 
Chirac was distinctly 
low-key against the rupture 
over exchange rates - later 
repaired - between the 
German chancellor and 
Francois Mitterrand in the 
early 1960s. 

And the eventual outcome 
of the summit was not at all 
bad. Wlm Dulsenberg. the 
first president, will be at the 
helm of the ECB until the 
middle of 2002. Jean -Claude 
Trlchet, his anointed French 
successor. Is an honorary 
German in matters 
monetary. Those who 
believe that central bankers 
alone have the wisdom to 
run Europe's economic 
affairs - and I do not Include 
myseir here - should, on 
reflection, be reassured. 

We should not forget that 
the weekend acrimony was a 
sideshow to the main event. 
We may have grown weary 
of scrutinising the 
implications of Emu during 
its decade in the making. 
That docs nothing to 
di minis h the enormous scale 
of the endeavour. 

I count myself among 
those who would have 
preferred the EU to direct its 
energies in other directions, 
most notably In embracing 
the new democracies bora of 
(he collapse of the Soviet 
empire. But there is no 
purpose any longer In 
debating whether the single 
currency was a good idea. 

We can leave that to 
Britain's Tory party. 

Forget the ifs and buts. 

It Is happening. And it Is 
unique. 

The euro redraws Europe's 
economic map. Leave to one 
side Switzerland. 
Liechtenstein and Andorra, 
and it will be the common 


currency of a vast 
geographical area stretching 
from Lisbon in the west to 
Vienna In the east. Greece 
has said it intends to Join by 
2001. Britain and Sweden 
will probably not be for 
behind. After them come the 
EU applicant countries of 
central and eastern Europe. 

You do not have to believe 
that the euro will quickly 
elbow aside the dollar to 
understand how radically it 
will change the dimensions 
of the European economy. 
Nor to see that it will 
reshape the politics of the 
continent. It is impossible to 
predict precisely where the 
line between national and 
shared sovereignty will 
eventually end up. We 
do know it will be 
redrawn. 

Tony Blair understands 
this- The British prime 
minister acted as neutral 
chairman at the weekend 
talks. It was not an easy 
task. Watching tempers 
□are, he might have been 
tempted to reflect on how 
fortunate Britain was In 
standing aside. He did not. 
For all his certainty that 
economics at present 
preclude sterling’s entry, Mr 
Blair believes the euro will 
reinforce rather than 
weaken the mutual 
dependence of Britain and 
its continental partners. 

Even before the national 
currencies of the 11 
disappear, the impact of 
Emu has been profound. The 
relentless ratcheting down of 
national inflation rates and 
budget deficits across the EU 
would scarcely have been 
conceivable outside the 
straltiacket of the 
Maastricht Treaty. How 
many foresaw the 
extraordinary efforts hat 
would be made by Italy, 

Spain and Portugal to swim 
In Europe's mainstream? 

And how long would the 
relative currency stability of 


COMME NT & ANALYSIS 

PERSONAL VIEW YVES -THIBAULT PE SILGUY 


Now for the real 

Making a success of the euro depends on 
the political will of the member states 



Da SBguy: the ECB wfll be to present a alltQte EU view Reuters 


the exchange rate 
mechanism have survived 
without the final destination 
of the euro? 

Of course, than? Is nothing 
easier than to enumerate the 
pitfalls ahead. This Is not an 
enterprise beloved of the 
economic textbooks. A 
one-size-fi ts- all economic 
policy does not obviously 
dovetail with the confusion 
of cultures. languages, social 
diversity and economic 
traditions that fiourish in 
Europe's nation states. 
Labour mobility Is limited, 
social security systems often 
rigid. The fiscal stability 
pact designed to sustain the 
budgetary orthodoxy of the 
times seems perverse in its 
system of hefty penalties for 
those who go astray. The 
central bank lacks the 
transparency and 
accountability vital to 
political legitimacy. 

We could go on. 

Essentially what such 
arguments tell us Is that 
sometimes a uniform 
monetary policy will often 
Dt some better than others. 
There will be asymmetric 
shocks and. inevitably, 
conflicts. Some will wont to 
go faster than others in 
Integrating tax and social 
security policies. But then 
the alternative to a single 
currency, as we know from 
the step-go economics of the 
past 20 years. Is hardly 
without its risks. 

The fortunes of the euro. 

In any event, will not be 
determined by econometric 
equations. It is the product 
of the political bargain 
between Mr Kohl arid 
Mitterrand which followed 
the tearing down of the 
Berlin Wall. And as 
Yves-Thlbault de Sllguy 
writes cm this page, its 
success depends above all 
else on sustaining that 
political will. And there 11c 
the real risks. Mitterrand 
has gone. Mr Kohl needs 
something approaching a 
miracle to win September's 
German election. The 
enthusiasm of the "Club 
Med" countries is no 
substitute for a strong 
Franco-German alliance. 

Moxmet's view was that 
personalities did not matter. 
European integration would 
be built on Its Institutions. 
They would provide a store 
of collective wisdom for each 
new generation of political 
leaders. It is a theory about 
to be tested. I 


A fter the week- 
end's launch of 
Europe’s single 
currency, the big 
test for participating coun- 
tries is how they collectively 
manage their economies. Are 
they ready for a bigger Euro- 
pean dimension in national 
economic policies? This is 
key to the success of the 
euro in terms of growth and 
Job creation. The necessary 
institutions and procedures 
are now in place. Making 
them work is a question of 
political will. 

Monetary policy will be 
clear. From January 1 1999. 
the independent European 
Central Bank will set inter- 
est rates for all participating 
countries with the primary 
aim of price stability. 

Joint decision-making 
among the governors of 
national central banks and 
the newly appointed mem- 
bers of the ECB executive 
board will allow countries to 
regain influence over their 
; short-term interest rates. 

| which today are largely 
' driven by external factors. 
Even if the monetary policy 
needs of all participating 
countries are not identical 
the ECB will be well placed 
to strike an appropriate bal- 
ance. Look at the US where 
big structural and wealth 
differentials between states 
such as California and Missi- 
ssippi do not prevent the 
success of a single monetary 
policy for the dollar. 

Other aspects of economic 
policy management are more 
complicated. The natural 
reaction of member states is 
Jealously to guard their own 
autonomy while seeking 
maximum Influence aver the 
policies of other countries. 
To take a concrete example, 
we hear ministers In the 
council talking about the 
need to eliminate unfair tax 
competition (or even piracy) 
while fighting to defend the 
right to veto European 
Union taxation measures 
they do not like. How mem- 
ber states resolve this con- 
tradiction Is crucial for the 
success of the euro. 

There arc three immediate 
challenges. First to assure 
lasting sound public 
finances. Irresponsible bud- 
getary policies in one coun- 
try can fuel Inflation and 


push up interest rates 
throughout the euro zone. 
Recent progress has been 
impressive: the average defi- 
cit in the EU was 2.4 per 
cent of gross domestic prod- 
uct in 1997, down from 6.1 
per cent in 1993. The goal of 
a balanced budget is not out 
of reach: without new mea- 
sures, the average deficit In 
Europe should tell to 1.6 per 
cent by 1999. But countries 
must o*yp advantage of the 
present period of healthy 
growth to make further 
progress on cutting spending 
rather than tax Increases. 

In this way, they can cre- 
ate a cushion against any 
future economic downturn, 
and reduce the debt burden 
for future generations. This 
Explain* the limits on bor- 
rowing set by the treaty and 
the stability and growth 
pact. At the suggestion of 
Theo Walgel, Germany's 
finance minister, Europe's 
leaders this weekend 
renewed their political com- 
mitment to the principle of 
sound budgetary discipline, 
providing further encourag- 
ing evidence of an emerging 
stability culture in Europe. 

Second, the euro zone 
faces the challenge of a mas- 
sive boost to competition In 
the single market fuelled by 
greater price transparency 


and the end of exchange rate 
uncertainty. Governments 
will have a greater Incentive 
to foster on enterprise cul- 
ture to maintain the compet- 
itiveness of their economies. 

Participating countries 
will need some flexibility to 
adjust national policy instru- 
ments in response to local or 
regional conditions. But 
there will also be strong 
incentives to work together. 
Coordination will be needed 
to resist market pressures In 
areas such as taxation and 
the labour market. 

For exomplo. member 
states arc today unable to 
shift the burden of taxntioh 
from static labour and fixed 
investment, although this 
could contribute to reducing 
unemployment. Instead they 
face pressure to cut taxes on 
more mobile things such as 
capital and business. This 
perverse situation explains 
why member states havo 
become more willing to dis- 
cuss increasing minimum 
EU tax rates in those areas. 

The third challenge is to 
ensure the maximum bene- 
fits from the emergence of 
the euro on the international 
monetary scene. A euro zone 
of n countries accounting 
for one-fifth of world output 
and one-fifth of world trade 
will have similar economic 


test 

weight to the US. It has the 
potential to play a groator 
role In international eco- 
nomic and monetary discus- 
sions than the sum of its 
component countries. 

But the necessary pre- 
condition is to ensure the 
euro zone is capable of defin- 
ing a single position and of 
speaking with a single voice 
in International forums such 
as the International Mone- 
tary Fund or G7. The ECB 
will be able to present a sin- 
gle EU view. And euro rone 
governments will have an 
Incentive to do likewise. 

Thu necessary framework 
exists for finance ministers 
to work together on their 
economic policies in the 
council, without under- 
mining legitimate national 
economic sovereignty. We 
are not talking about line-by- 
line approval of national 
budgets or other policies 
before they are presented to 
parliaments. Governments 
will continue to set tholr 
own public expenditure 
priorities and tax systems in 
line with national noods and 
circumstances. But the over- 
all thrust of economic pedi- 
cles will be subject to more 
frequent and intense exami- 
nation at European level. 

Tho commission will have 
a central role, providing 
analyses and recommenda- 
tions on countries’ policies. 
The Informal meetings of the 
euro-il finance ministers 
wilt allow frank discussion 
of sensitive Issues. In public 
finances, the ultimate possi- 
bility of financial sanctions 
will be a deterrent for coun- 
tries under pressure to relax 
fiscal discipline. 

The confluences of the 
euro for the collective man- 
agement of economic poli- 
cies arc becoming clearer. 
We have seen the determina- 
tion of governments to pre- 
pare for Emu. The fruits of 
the resulting sound policies 
are emerging in the from of 
stronger growth and Job cre- 
ation. Thera is every reason 
for optimism about the abil- 
ity of EU leaders to maintain 
momentum, ensuring the 
benefits of the euro for the 
future prosperity of Europe. 

77ie author is European com- 
missioner for economic, mone- 
tary and financial affairs 


LETTERS TO THE EDITOR 


This announcement appears as a matter of record only 


Apax Partners 

and Chris Anderson are 
pleased to announce the management 
and employee buyout of 



Future Publishing Ltd & 
Edicorp Publications SA 

from Pearson pic far 


£ 142 , 000,000 


Acquisition Finance provided by 
Citibank , NA. 

Participating Funds Managed by 
Apax Partners & Co. Vernons Ltd 
Patricof 4r Co. Ventures btc. 

Apax Partners & Co. BeteiUgunpbertmmg AG 
Apax Partners & Cit Ventures SA 

Legal Advisor to Apax Partners 
SJ Benin dr Co. 

Accounting Advisor to Apax Partners 
Arthur Andersen 


Ire Dili --nth nt p.irtnci i/'iuch h\ (hi nu>\/ , j;/< , /»;•/»/,/» 


Apax Piirtncrs cr Co 

15 IWtJ.wul Place 

i.rnullill \V 1 \ ? \ \ 

Ick-phonc t> I 7 I S72 ('>>00 
Facsimile 0171 O >6 0477 


Bubble cannot be attributed to Japan 


From Mr Tashio Kobayashi, 

Sir. Your editorial of April 
22 “Addressing the US bub- 
ble" drew my interest as tt 
raised concerns about the 
recent movement of the US 
stock market. One of the 
most important questions in 
the global economy is 
whether high stock prices in 
the US have reflected sound 
corporate activities, or 
rather, an aspect of an “asset 
bubble". I respect the way 
the editorial raised this Issue 
properly. 

I cannot, however, agree at 
all with the way that it attri- 
buted the bubble of the US 
stock market, supposedly on 
“the most compelling evi- 
dence", to an expansion of 
Japan’s liquidity and Its 
“injection" to the US 
market, and that these devel- 
opments resulted from 
"freakish circumstances of 
the Japanese financial sys- 
tem". 

First, it Is completely 
wrong to soy that, because 
the balance sheet of the 
Bank of Japan has been 
expanding, liquidity In 
Japan has been increasing. 
Money supply is the right 
measure in discussing liquid- 
ity. While the Bank of 
Japan, in the light of the fail- 
ure of a few financial institu- 


tions. provided more Binds 
than usual since November 
lost year, idle money has 
been absorbed through the 
Bank’s operations. This 
means that there is no 
"excessive" supply of money. 
Japan's money supply (M2 + 
certificate of deposit) rose 
only 3.1 per cent in 1997, 
even less than in 1996 (33 
per cent). 

Second, capital flow from 
Japan 1 b not at all a main 
foctor of the bullish US stock 
market This Is evidenced by 
FRB statistics, according to 
which approximately 90 per 
cent of the net cross-border 
Inflow of investment in US 
equities in 1997, amounting 
to $66bn (a more than 400 
per cent rise from 1998) was 
from Europe, while only 7 
per cent was from Japan. 
This figure is more than 
enough to show that capital 
flows from Japan are not the 
cause of bullish US stock 
market 

In my opinion, and in gen- 
eral opinion as well, recent 
high US stock prices can be 
attributed mainly to domes- 
tic factors. 

As the statistics on US per- 
sonal assets show, during 
the period between 1991 and 
1996, deposits rose by tsosbn 
only, while mutual fund 


shares increased by a phe- 
nomenal Sl.OOObn. Pension 
ftmd reserves increased even 
more sharply by $2.380bn. 
These statistics reflect that a 
tremendous amount of 
money from these funds 
poured into the stock mar- 
ket. Bervlng as a main 
driving force of stock 
price increase in recent 
years. 

It should also be noted 
that, as the editorial points 
out, an accommodating mon- 
etary policy might have been 
affecting the stock market. 
The US money supply (M3) 
for the past few years Is on 
the upward trend: 6.9 per 
cent in 1996 and 8.7 per cent 
in 1997. ' 

It is not correct, judging 
from objective statistical fig- 
ures, to attribute high US 
stock prices to “capital 
inflows from Japan". Instead 
of Japanese funds. US 
domestic flow of funds 
should be focused on. 

Toshio Kobayashi, 
director, 

research division, 
International Finance 
Bureau, 

Ministry of Finance, 

3-1-1 Kasmnlgaseki, 
Chiyoda-ka, Tokyo, 

100-8940, Japan 


Gillette’s policy on dual career marriages 


From J. At Gallagher. 

Sir. An Interview by Victo- 
ria Griffith of Alfred 
M. Zeien, chief executive of 
The Gillette Company (“As 
close as a group can get to 
global," April 7), contains 
the following statement: 
“People in dual career mar- 
riages [Mr Zeien says] proba- 
bly should not work for Gil- 
lette." Not only was no such 
statement made in the inter 
view, but it is a misrepresen- 
tation of Mr Zelen’s views 
and of The Gillette Compa- 
ny’s policies. 

In the Interview, Mr Zeien 
commented that if Individu- 
als aspiring to senior man- 
agement positions within the 
company were unwilling to 
undertake international 
assignments, they should 
probably “think twice" 


about working for Gillette 
because their opportunities 
to ascend through the man , 
agement structure would be 
limited. In response to a 
question about whether it is 
difficult for employees In 
dual career relationships to 
be transferred from country 
to country, Mr. Zeien said 
“Yes". However,, what 
appeared in the printed 
article is an assumption 
drawn by the reporter - an 
assumption that Is incorrect 
and misleading about Gil- 
lette's corporate procedures 
and practices. 

The reader does not have 
the benefit of Understanding 
that Mr Zeien then went an 
In the interview to relate the 
complexities involved with 
the dual career issue. He 
cited, as illustration, an 


attorney, whose skills may 
not be applicable geography- 
to-geography. Mr Zeien does 
not believe people In dual 
career marriages probably 
should not work for Gillette. 
To the contrary, be feels 
strong, empathy with the 
plight of dual career couples 
in multinational companies. 

The Gillette Company has 
had a partner Job search pro- 
gramme in place for many 
years that is intended to 
ease the transition for both 
existing employees facing a 
transfer and for new talent 
being recruited. 

Joan M. Gallagher, 
director, corporate 
public relations, 

The Gillette Company. 
Prudential Tower Building, 
Boston MA 02199-8004, US 


Sudan crisis 
and Save 
the Children 

From Mr Jlffke Aanmsan. 

Sir, Michaela Wrong is cor- 
rect to assert (“El Nifro may 
have stopped the rain, but tt 
was man who made Sudan's 
famine", April 30) that this 
emergency is more a result 
of the protracted civil war 
than it is a cause of 
nature. 

Save the Children and 
other aid agencies foresaw 
and prepared for this crisis. 
However, part of the tragedy 
of Sudan today Is that, 
despite the availability of 
resources, aid agencies have 
faced considerable practical 
obstacles in getting assis- 
tance to the people In the 
greatest need. 

We are currently deliver- 
ing seeds and tools and other 
non-relief items on the back 
of new supplies of food aid to 
mitigate the effect of this 
crisis. 

Along with many other 
agencies working wi thin the 
Operation Lifeline Sudan 
framework, Save the Chil- 
dren targets its assistance 
based on a very careful 
analysis of prevailing needs 
in the areas in which 
we work. It for these rea- 
sons that Save the Children 
has not (as Ms Wrong's 
article states ) launched an 
appeal. 

The people of Bahr el Gha- 
zal are feeing a crisis, but 
not yet a famine. The most 
important assistance they 
con receive is an agreement, 
from all players In this 
conflict to support and facili- 
tate Operation Lifeline 
Sudan's humanitarian man- 
date, and allow us Immedi- " 
ate access to deliver life- 
saving assistance. 

However, while this will 
ensure and secure an equita- 
ble access to the affected 
populations, it Is only an 
effective peace agreement 
that will make this a 
long-term reality. 

Mike Aarons on, 
director general. 

Save the Children (UK), 

17 Grove Lane, 

Camberwell, 

London SE5 8RD, UK 


Number One Southwark Bridge, London SE1 9HL 
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An uneasy 
compromise 


The manner in which the first 
president of the European Cen- 
tral Bank was appointed by the 
leaders of the European Union 
this weekend was undignified 
and disappointing. Wim Duisen- 
berg. the eminently well-qualified 
Dutch candidate, was forced to 
make a personal statement to the 
summit insisting on his willing- 
ness to resign halfway through 
his eight-year term, before he 
was confirmed In office. He pro- 
tested too modi. It was a shabby 
compromise. 

The fault was primarily that of 
Jacques Chirac, the French presi- 
dent, who insisted on pushing 
the claims of Jean-CIaude Trie- 
het, governor of the Bank of 
France, to the bitter end. But it 
was also a reflection of the politi- 
cal weakness of Helmut Kohl, the 
German chancellor. And it was 
confirmation, if any was needed, 
of the inability of the European 
Union to resolve its appoint- 
ments of top people without 
squabbling in public 

If the markets take the whole 
affair amiss, it will be under- 
standable, but nevertheless 
unjustified. For the outcome is 
that the ECB will be governed by 
an impressive line-up ctf central 
bankers and economists, none of 
whom has a track record of pusil- 
lanimity in the face of political 
pressure. If and when Mr Trichet 
takes over, some time in 2002, as 
the summit finally seems to have 
accepted, he will represent the 
same tradition of monetary disci- 
pline. Such guardians of stability 


are scarcely political pawns. 

Having said that it Is clear 
there is a philosophical tension 
still unresolved at the heart of 
the monetary union, between 
France and Germany, its two 
most important participants. 
France is not happy with the lack 
of ultimate political control over 
the future ECB, and Germany Is 
not happy if it Is less than 
fiercely independent 

In fighting so stubbornly for a 
French candidate against Mr 
Duisenberg, the central bankers’ 
choice, Mr Chirac at least 
ensured that the political leaders 
of the EU made the final deci- 
sion. But the articles of the ECB 
ensure that the central bank will 
be much closer to the indepen- 
dent model of the Bundesbank 
than the Bank of England, or of 
France. The danger, if anything, 
is that it might be too insulated 
from political realities. 

The negotiations also under- 
lined the lack of good chemistry 
between Messrs Kohl and Chirac, 
which helps neither. Mr Kohl 
went home politically weaker, 
just five wnnftni from his general 
election. Mr Chirac looked less 
statesmanlike than Lionel Jos- 
pin, his prime minister. 

But the project is launched, 
and still on track. Huge efforts 
have been made by all the partic- 
ipants to make the grade. A rea- 
sonably fair wind seems to be 
blowing for the European econ- 
omy. Mr Duisenberg' s task in 
office may be easier than his con- 
firmation. 


Fed’s 

Last week's swathe of economic 
data on the US economy was bet- 
ter than even many bulls had 
dared wish. The dream of non- 
inflationary growth is alive and 
well. Can the Federal Open Mar- 
ket Committee now forget about 
interest-rate rises,. sit. back, and 
look forward to a few more years 
of nan-inflationary growth? 

The data were certainly 
impressive. Output grew at an 
annual rate of 4^ per cent in the 
first quarter, while domestic 
prices did not increase at all, and 
the rate of growth in employment 
costs fell. These numbers hide a 
divergence between a very strong 
domestic economy, with domestic 
demand growing at an annual 
rate of 55 per cent, and weak 
exports. But the lack of inflation- 
ary tendencies is undeniable. 

The problem for the Fed. 
though, is not the real economy, 
but the equity market The Dow 
Jones index has risen one-third 
in the past year. Ever-higher 
earnings will be needed to justify 
increasing valuations. And there 
is a real risk that earnings may 
disappoint. Company profits 
could be hit this year by a num- 
ber of factors. External condi- 
tions have deteriorated - the 
International Monetary Fund pre- 
dicts that global growth will slow 
from 4.1 per cent last year to 3.1 
per cent this year, and US compa- 
nies have certainly not seen the 
worst of the Callout from Asia. 
Domestically, earnings could be 


focus 

threatened by a rise in labour 
costs - or even by a rise in inter- 
est rates if the economy contin- 
ues to expand at its recent rate. 

If the result is a major correc- 
tion in the stock market, there 
could be serious knock-on effects. 
The rise in financing costs could 
bring about the end of the boom 
in capital spending that has char- 
acterised much of the 1990s. And 
with equities now making up 
nearly 40 per cent of average 
household assets, consumers 
would also suffer. 

Comparisons have been made 
with Japan's equity market bub- 
ble and subsequent disastrous 
bust. Of course, current US asset 
inflation is on a much smaller 
scale. The current Dow Jones 
price/earnings ratio is 28. com- 
pared with around 60 for the Nik- 
kei at its peak. And the high 
equity valuations in the US are 
based partly on expectations of a 
new era of low inflation. But the 
possibility of an equity market 
fell is still the biggest risk to the 
US economy. 

The problem is that focusing 
monetary policy exclusively on 
inflation can let asset prices get 
out of hand. In the US the main 
effect has been on the stock mar- 
ket In the UK. a similar problem 
has arisen with the exchange 
rate. In both cases, movements 
have been so large as to create 
risks to the stability of the real 
economy. The Fed needs to re- 
adjust its focus. 


Debit Lyonnais 


Credit Lyonnais, the troubled 
French banking giant, has too 
long depended on a life support 
system provided by the French 
state. Worse, the cost of rescuing 
it from earlier follies has been 
escalating. The latest rescue plan 
is twice as big as the FFr45bn 
($7.4bn) package proposed in 
1995. 

Yet the bank has been slow to 
sell off overseas assets in accor- 
dance with conditions agreed 
with the European Commission. 

It is also locked in trench warfare 

with Karel Van Miert. the compe- 
tition commissioner, who has the 
ability, at least in theory, to 
switch off the life support 
machine by putting a veto on the 
new rescue. 

In an extraordinary recent epi- 
sode one of Mr Van Miert’s offi- 
cials made waves by declaring 
that the veto might indeed be 
exercised. Jean Peyrelevade, the 
bank's chairman, alleges that 
this resulted in panic with- 
drawals of up to FFrlbn of depos- 
its. What would the world have 
said, asked Mr Peyrelevade. if. 
say. the International Monetary 
Fund had caused the bankruptcy 
of Japanese banks, which stand 
to absorb more state aid than 
Credit Lyonnais? 

That is an intriguing question; 
and the answer is that the world 
would have been justified in 
thanking the IMF for helping to 
reduce moral hazard in the bank- 
ing system. Japan's dilatory 


approach to handling its banking 
crisis has, after all. resulted in 
unsound hanks seeking to trade 
their way out of trouble in the 
rest of Asia, thereby exacerbating 
Asia’s current problems. Feather- 
bedding Credit Lyonnais can only 
have bad similarly malign 
effects, albeit on a smaller scale. 
The bank has already been 
obliged to make provisions 
against recent loans in Asia. 

That said, the notion that 
depositors could seriously be 
worried about the bankruptcy of 
Credit Lyonnais is bizarre. The 
reason the bank is still intact is 
precisely that it is too big to be 
allowed to faiL And on Friday 
Jacques Santer, president of the 
European Commission, hinted 
that it has now become a bar- 
gaining chip in a wider game. A 
softer Brussels line on Credit 
Lyonnais is an. obvious potential 
tradeoff in ha g glin g ova* conten- 
tious EU issues. 

It should nonetheless be recog- 
nised that, in trying to preserve 
as much of his international 
empire as possible, Mr Peyrele- 
vade is demanding a privileged 
position for his bank in the con- 
solidation of the European bank- 
ing sector. It is hard to see how 
the credibility of European com- 
petition policy can escape severe 
damage If such treatment is 
granted to one of the biggest 
bankrupts of all time. It is vital 
that Mr Van Miert emerges with 
tangible gains from this battle. 


Wim-Claude Trichenberg 

Lionel Barber wonders what the public and the markets will make of the uncomfortable 
compromise between France and Germany over the presidency of the European Central Bank 



F or a few hours, late an 
Saturday night, the 

European Union 

courted disaster. 

The historic decision naming 
the 11 founder members of eco- 
nomic and monetary union was 
in the bag. But EU leaders were 
nowhere near settling an elemen- 
tary dispute: the appointment of 
the first president of the 
European Central Rank 
The row pitted President Jac- 
ques Chirac of France against 
Chancellor Helmut Kohl of Ger- 
many, nominally the champions 
of Emu but in reality two weak- 
ened leaders with no room for 
manoeuvre. In the end, the 
immovable German object pre- 
vailed. 

“It was a dogfight one of the 
most difficult summits I have 
attended," said Mr Kohl 
The bitterly fought outcome 
was that Wim Duisenberg, the 
Dutch candidate for the ECB 
presidency, would agree to step 
down once the transition to the 
euro was complete, most likely 
around mid-2002 after the intro- 
duction of euro notes and coins. 
However, the timing of his depar- 
ture remains in the Dutchman's 
hands in order to preserve the 
notion that his early retirement 
is a voluntary act 
This was a setback to Mr 
Chirac who had wanted Mr Duis- 
enberg out by January 1. 2002. 
The present governments of the 
11 founder Emu members, 
though, have offered a political 
commitment to back Jean-CIaude 
Trichet governor of the Bank of 
France, as Mr Duisenberg’ s suc- 
cessor. A final sweetener is that 
Christian Noyer. a former top 
French finance ministry official, 
will serve as ECB vice-president 
for the first four years. 

However, several questions are 
left han g in g after the weekend’s 
events. What will the financial 
markets make of the latest vari- 
ety of Euro-fudge? Will the 
uncomfortable compromise sour 
the public’s view of the new 
European central bank, particu- 
larly in Germany? And what 
effect will the Franco-German 
spat have on the bilateral rela- 
tion that lies at the heart of the 
single currency project? . . .. 

Before the compromise was 
reached, Mr Kohl had come 
under intense pressure from 
Hans Tietmeyer, the Bundesbank 
president, and Theo Waigel, his 
long-serving Bavarian finance 
minister, to resist the French 
demands. The Germans argued 
that Mr Chirac's insistence that 
Mr Duisenberg should give a firm 
date for Ids departure would com- 
promise the independence of the 
bank and violate the Maastricht 
treaty. 

President Chirac maintained to 
the end that he had every right 
to push the rival candidacy or Mr 
Trichet But the French socialist 
government dropped hints that it 
was uncomfortable with Mr Chi- 
rac's heavy-handed tactics and 
Lionel Jospin, France’s prime 
minister, pointedly left Brussels 
for New Caledonia half-way 
through the summit He had no 
desire to take the rap for 
wrecking what ought to have 
been a crowning moment for 
Emu - a project 30 years in the 

making 

Given such discomfort it may 
seem strange that EU leaders did 
not tell Mr Chirac to fan into line 



earlier. The reason is that the 
ECB post - the most important 
uoelerted job in Europe - is sub- 
ject to unanimity, and Mr Chirac 
had made clear he was willing to 
veto Mr Duisenberg. Since the 
Dutch would have retaliated by 
vetoing Mr Trichet the EU would 
have been forced to find a third 
candidate of equally impressive 
credentials - a tricky task which 
might well have triggered uncer- 
tainty in the financial markets. 

The markets may still not like 
the smell of a deal that amounts, 
in effect to the appointment of 
“Wim-Claude Trichenberg” to the 
ECB presidency for the next 12 
years. Any number or contortions 
were attempted to meet the letter 
of the Maastricht treaty which 
stipulates that the ECB president 
should serve an eight-year non- 
renewable term. It was not easy 
to explain why Mr Duisenberg 
had found it necessary to 
announce he was leaving early 
even before he had taken up his 


Tony Blair, the UK prime min- 
ister, had a tough time brokering 
a deal with the Dutch, French 
and Germans. This was partly 
because they were under the 
erroneous impression that they 
could reach agreement among 
themselves, but also because 
Britain’s decision to stay outside 
the first wave of Emu makes it 
harder to exert decisive influence 
on the French and Germans. 


The big risk is that the deal 
could still arouse suspicions 
among the wider European pub- 
lic that the politicians are 
playing fast and loose with the 
terms of monetary union. They 
could well see this weekend's 
compromise as a further example 
of politicians bending the rules, 
as they did with the generous 
interpretation of the stipulations 
on debt that allowed Italy and 
Belgium to qualify among the 
founder Emu members. 

“I do not have any doubt that 
this [compromise) breaches the 


‘It was a dogfight, 
one of the most 
difficult summits I 
have attended 1 


spirit of the treaty," said Jose 
Maria Gil-Robles-Gil-Delgado. 
president of the European Parlia- 
ment. Mr Gil-Robles’ comments 
could presage a rough ride for Mr 
Duisenberg at the end of the 
week when he appears, along 
with the five other members of 
the ECB executive board, before 
the European parliament. 
Though MEPs have no power to 
block the appointments, they 
could register a vote of no confi- 
dence. 


Similar threats of no- 
confidence votes surfaced four 
years ago after another Euro- 
fudge involving the appointment 
of Jacques Santer, president of 
the European Commission. But 
EU leaders, notably the Germans 
and Spanish, instructed their 
MEPs to toe the line. Tins time, a 
parliamentary revolt appears 
unlikely, if only because no one 
wants to introduce uncertainty 
during the transition to the 
official launch of the euro on 
January L, 1999. 

The trickier issue is whether 
the manoeuvring over the ECB 
job will undermine public confi- 
dence in the si ngle currency in 
Germany. There, the bulk of the 
population remains sceptical but 
grudgingly resigned to swapping 
their tried and tested D-Mark for 
an unproven euro, ft is also open 
to debate whether Mr Kohl's 
attempt to win an unprecedented 
fifth term in the September gen- 
eral election wfll be killed off by 
the impression that he is willing 
to make almost any conces s ion to 
secure the launch of Emu. - 

Mr Kohl looked uncomfortable 
when Journalists suggested Mr 
Duisenberg had fallen victim to 
political skulduggery that 
contravened the treaty. He vigor- 
ously denied French claims that 
he had secretly promised Presi- 
dent Francois Mitterrand the top 
ECB job in return for locating the 
bank in Frankfurt. This, be said. 


was “a complete invention". 

German officials predicted that 
the Bonn government's negotia- 
ting position in Europe would 
harden in the run-up to the Sep- 
tember election - leading to 
shriller demands for lower bud- 
get contributions to Brussels and 
more attacks on the European 
Commission for “interfering" in 
state aid cases. "The next few 
months will not he pretty," said 
' nnp diplomat. 

The other source of tension 
with France was the German ini- 
tiative to accelerate budgetary 
discipline and debt reduction 
inside the Emu bloc. Mr Waigel 
claimed that the s ummi t had 
endorsed every aspect of his plan. 
But Dominique Strauss-Kahn, 
French finance minister, denied 
that initiative amounted to a 
“Stability Pact Mark IT. 

The optimistic view is that 
these Franco-German differences 
will melt away once Emu moves 
ahead an the hartk an accelerat- 
ing European recovery. A Social 
Democrat victory in the Septem- 
ber election could tilt the new 
German government more 
towards the French priorities of 
high growth and employment 
rather than the Bundesbank 
modal of price stability and iron 
fignai discipline. 

Yet there is still “the Chirac 
factor”. The French, president has 
confounded his closest ally since 
he . took office in 1995. Nuclear 
testing in the South Pacific; the 
ill-fated gamble to cnii early par- 
liamentary elections last spring; 
and finally the nomination of Mr 
Trichet in the ECB contest - all 
these gamhib; have appeared in 
German eyes like a struggle to 
boost Mr Chirac's prestige at 
home regardless of the conse- 
quences abroad. 

As n ne senior German official 
noted. Mr Chirac's insistance 
that a Frenchman should head 
.the central hank showed no sen- 
sitivity to the principle that the 
hank was a supranational institu- 
tion rather than the property of 
national interests. 

Yet on one point. Mr Chirac 
can claim to have right on his 
side. He was furious when he 
learnt that central bank gover- 
nors had tried to engineer the 
succession to the ECB in the 
summer of 1996 by appointing Mr 
Duisenberg to the European Mon- 
etary Institute, the Institution 
that will metamorphose into the 
central bank next month- 

His nomination of Mr Trichet. 
however tardy, was a blow 
against the unelected techno- 
crats. His argument that the poli- 
ticians must have the last word 
on the ECB job is in line with the 
Maastricht treaty. Thus, the inde- 
pendence of the central bank, 
though enshrined in the treaty, 
does not extend to the point 
where central bankers can oper- 
ate outside the political world. 

The climax of an ill-tempered 
Brussels s ummit was peculiarly 
fitting. Mr Duisenberg, who had 
been pacing the corridors for 
most of the day. was invited into 
the summit conference room to 
deliver his personal statement to 
EU leaders. It was then he set out 
his desire to retire early on the 
grounds of age, while reaffirming 
that this was his decision 
alone. 

One observer said it was a 
memorable moment - nothing as 
dramatic as the birth of the euro 
but still a reminder that the new 
central bank is accountable to 
elected politicians. In this sense, 
the battle over the ECB presi- 
dency, though bloody, may also 
have been necessary. 


OBSERVER 


Schroder shows 
his Metall 

While Helmut Kohl struts the world 
stage this month, hoping sundry 
summit appearances wtfl earn him 
badly needed bonus points in his 
campaign to win a fifth term, 
Gerhard Schrdder, the Social 
Democrat's choice for chancellor, 
wiB be adding flesh to his 
economic policy plans. 

These have caused rumblings of 
discontent among Germany's 
bosses in recent weeks because 
the SPD has pledged to roll back 
recent government reforms that 
have trimmed sick pay and put a 
brake on the ever rising cost of 
state pensions. 

But Schrbder has already sent 
one Important signal of conciliation 
m a main area - Ns proposed 
affiance for jobs requiring binding 
commitments from employers and 
inons to reverse the nation's 
jobless crisis. He's announced that 
Waiter Riester, deputy leader of the 
powerful I G Metafl trade union, 
should be minister of employment 
and social affairs in an SPD-Ied 
government 

Riester, 54, «s renowned for hb 
pragmatism and wtffingnessto 
compromise union principles in 
order to secure jobs. And he's 
certakiiy wed regarded by industry 
- so much 90 that Volkswagen 
boss Ferdinand Piech is said to 
have tried to recruit him into senior 
management All of which Is 
reason enough for Riester to find 
favour with Schroder - an SPD 


candidate who enjoys the company 
of business folk and who wants to 
move his party to the middle 
ground of politics. 

So long Sato? 

Winds of change are blowing 
through the Asian Development 
Bank, the obscure organisation 
that has sprung to unaccustomed 
prominence during the region's 
economic crisis. Expectations 
firmed up at last week's annual 
meeting that president MttBuo Sato 
could depart in November, wefl 
ahead of schedule ri 2001. Sato - 
known for his disconcerting but 
engaging habit during meetings of 
closing his eyes in rapt 
c on cen tr ation as if asleep - fuelled 
the rumours by merely conceding 
he was fully aware'' of them. 
Seems he's genuinely ready to go 
off and spend more time with his 
family. 

There's certainly no pressure on 
hall to go. He’s won plaudits from - 
several quartern for the bank’s 
prompt response to the Asian 
crisis and for Its work on good 
government in developing 
countries. But he’s had a tiring 
time pushing through both a 
capital Increase and a controversial 
replenishment of the bank's 
development fund before the 
economic crisis struck. A possible 
successor, who by precedent has 
to be Japanese, is Tadao Chino, 
currently head of the Nomura 
Research Institute in Tokyo and a 
former vice-minister for 
international affairs at the finance 


ministry. One of the attractions of 
Chino for some ADS members Is 
his communication skills. Even 
those who feel that Sato has done 
a good job acknowledge that 
putting them across has not 
necessarily been his strongest 
point 

Gluckstem gets out 

Steven Gluckstem’s decision to 
quR after Utile more than a year as 
boss of Zurich Group's reinsurance 
division, the fastest growing part of 

Switzerland's number two insurer, 

may raise a few eyebrows. 

A tamer Lehman Brothers 
investment banker, Gluckstem, 47. 
is the only star In Zurich’s 
fast-changing executive suite apart 
from Rolf HQppi, Zurich’s ambitious 
chairman. Gluckstem pioneered- 
the use of investment banking 
techniques to crack insurance 
industry problems and over the 
past 10 years has turned what was 
a duB Swiss insurer into a global 
fonovator in “fWte risk’’ ■ 
reinsurance. Judging by the 88 par ' 
cent jump in Zurich's reinsurance 
profits last year, it’s a highly 
profitable business. 

. . But Gluckstem has always been 
more interested n cutting deals ' 
than in being a manager. A few 
months ago he bought the New 
York Islanders, a US ice hockey 
team, and now he’s setting up his 
own investment partnership - 
Capital Z Partners - taking 
Laurence Cheng, Zurich’s chief 
investment officer, with him. 

Zurich has promised to be a big 


investor in Giuckstem's new 
financial services Investment 
boutique. No doubt its decision is 
partly prompted by the knowledge 
that Gluckstem only joined Zurich 
in 1987 after his initial plan to sat 
up the first Bermuda-based “finite 
risk” reinsurer was rejected by his 
then employer, Warren Buffett, 
America's favourite investor. 
Nevertheless, not all Gluckstem's 
Investment hunches have paid off. 
Last year he led Zurich’s bid to 
rescue Peregrine Investments, the 
swashbuckling Aslan investment 
bank. Fortunately, Zurich pulled the 
plug on the deal - and Peregrine. 
Zurich’s shares have outperformed 
the market ever since. 

Brunei bore 

The Disney Corporation is often 
consulted about the management 
of queues; but there's probably 
little that even the Mouse's 
apostles could do to help those 
who endure long waits In Brunei's 
Jerudong Park Playground. 

The huge park, built to celebrate 
the birthday of Sultan Haji 
Hassanal BoRdah Mu'lzzaddin 
Waddaulah, is open to all; there's 
flo charge for any of the rides. 

The trouble is, there are only 
280,000 people in Brunei and few 
tourists; funsters often have to wait 
ages for enough fetow thriHseekera 
to tan up to Justify starting a ride. 
And when they docflmb aboard, 
they'd better not get Into those 
buggies with Mercede^type fronts: 
they're strictly for members of' the 
royal family. 



100 years ago 


Mania In names 
The New York “Evening Post" 
publishes a bulletin asserting 
that the President has just sent 
a message to the Senate stating 
that he had received a 
cablegram announcing that 
Manila had surrendered in order 
to save bombardment The 
State Department has been 
informed that the British 
Government has received 
despatches from the Governor 
of the Straits Settlements 
containing details of the naval 
engagement at Manila Great 
importance is attached to these 
despatches, coming as they do 
from an independent source. 

They state that Hie American 
fleet entered Manila Harbour at 
tteybreak. The fort opened fee 
on the ships, whereupon they 
shifted to a position near Cavite, 
engaging in a fierce fight against 
both forts and toe Spanish fleet 
The engagement lasted two 
hours, and resulted in the ' 
annihilation of toe Spanish 
squadron. Admsal Dewey 
requested the British Consul to 
convey a 'message to the 
Spanish Governor demanding 
toe surrender of ad torpedoes 
and guns, stating that otherwise 
he would proceed to bombard 
the city. The news of Admiral 
Dewey's victory was received in 
W ashingt on with rejoicing. 
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THE LEX COLUMN 


Wim’s half-baked win 


It was. indeed, a squalid compromise. The 
weekend's wrangling in Brussels will 
make it harder for the new European Cen- 
tral Bank to establish its credibility. But. 
ironically, that could be a reason to buy 
the 11 currencies which are to form the 
euro rather than run for cover. Precisely 
because Wim Ouisenberg and his col- 
leagues will now have to work a touch 
harder to show they are independent from 
political pressure, interest rates in Euro- 
land are likely to rise earlier than they 
might otherwise have. 

An ECB that is worried about being soft 
in case it is thought wet is not ideal But 
those expecting the new currency to be 
blown out of the water by market turmoil 
or social upheavals have probably been 
watching too many disaster movies. With 
most of euroland in the early stages of 
what could be a long upswing and unem- 
ployment set to drop, the euro has about 
as fair a wind behind It as one could 
imagine. 

If an all-out explosion is unlikely, local- 
ised bubbles are another matter. The Irish 
Republic. Spain and. to a lesser extent. 
Italy are already growing faster than the 
rest of euroland. A one-size-fits -all mone- 
tary policy will stoke their booms. For the 
time being, investors should continue to 
enjoy exceptional returns. But they 
should also be aware that at some point 
these bubbles will be pricked. 

Winners and losers 

The good times ahead carry another 
danger, that they will ease the pressure 
on governments to make the structural 
changes needed for long-term success 
under Emu, 

In euroland, the sources of competitive 
advantage will be micro not macroeco- 
nomic: flexible labour markets, low taxes, 
pension systems that do not Impose ever- 
mounting burdens on the public purse 
and a willingness by companies to 
embrace shareholder value. 

How do euroland's big economies score 
on these criteria? The answer has to be: 
not terribly well. True, the competitive 
forces unleashed by the single currency 
will eventually drive all governments to 
free up their economies. But this will not 
happen at the same pace everywhere. In 
Germany, there are some good signs. 
Companies are paying more attention to 


v-r- 


Stock market Increases 

Percentage hiasasa since 1B&7 in FT/SSPWtorid Mess 
(hi local currency tarns) 
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competitiveness, while unions are becom- 
ing more flexible. Hie snag is that impor- 
tant government initiatives like tax 
reform have ground to a halt In advance 
of the autumn elections. Much will 
depend on whether Gerhard SchrOder, the 
likely next chancellor, turns out to be a 
Blairite moderniser or an old-fashioned 
social democrat. 

If the verdict is uncertain in Germany, 
it is mainly negative in France. The coun- 
try’s lack of stomach for reform is exhib- 
ited in endless strikes. There is a psycho- 
logical inability to acknowledge that the 
Gallic way of doing things is not working. 
And though some companies such as Axa 
and Alcatel are adapting to competitive 
realities, measures Mw the S&hour week 
are steps in the wrong direction. 

While France is euroland’s black sheep, 
Italy could be its dark horse. Its public- 
sector high debt, chronic problems in 
the south of the country and pale version 
of France's 35-hour week are not the 
ingredients of success. But it is grappling 
with problems ranging from the deficit to 
Its inefficient banks, distorted tax 
system and shopping restrictions. In 
terms of willingness to adapt, it scores 
high. 

Capital markets 

For investors, the single currency will 
require a change in mindset. While the 
Maastricht process drove markets, the key 
issue was the state of government 
finan ces. As more rigour was shown, so 
interest rates fell, fuelling trig rallies in 


bonds and equities. In this environment, 
countries formed the basis for an invest- 
ment strategy. With the euro, this will 
chang n. Europe will converge on the US 
model of a single capital market. Bond 
investors will make credit decisio n s, not 
currency bets. With government finances 
under tight control, there will be less sov- 
ereign issuance. But with all Issues in the 
same currency, the market will be more 
liquid! and efficient. Moreover, d eclinin g 
sovereign issuance will be offset by 
increased volume of high yield and corpo- 
rate instrum ents. 

Life will also chang e for band investors. 
Instead of trading bonds by country, they 
will focus on maturity bands, as they do 
in the US. The decision will be where to 
locate on the yield curve, not which coun- 
try. Stripped of currency gains, they will 
also have to find other ways of boosting 
returns. This wifi involve them embracing 
greater credit risk, the trick being to find 
issuers, both sovereign and corporate, 
whose credit standing is likely to 
improve. 

Meanwhile, equity investors will 
increasingly focus on sector rather than 
country. But this shift will take rather 
longer to effect Research suggests only 
four European sectors - financials, phar- 
maceuticals, oils and nondurable goods - 
have sufficient correlation to be plausibly 
regarded as identifiable sectors. 

Nor will country risk vanish overnight. 
Euroland's distinct social, economic and 
political s t ruct u res will ensure that a 
rammnn monetary policy results in differ- 
ent rates of growth. Picking investment 
winners will require establishing those 
regions likely to emerge as high growth 
stories. The best candidates appear to be 
Italy, Spain and The Netherlands. Within 
these countries, the non-traded sectors 
like retail, h anking , property and con- 
struction appear best placed to capture 
the benefits from high growth. 

The risk, of course, is that shares will 
suffer a correction before this scenario 
unfolds. European equity markets, up 
around 130 per cent over the past two 
years, are very expensive by some crite- 
ria. But tar long term investors, any cor- 
rection is likely to be a blip in what looks 
a long-term bun story. After afi, Europe is 
only in the early stages of the corporate 
restructuring which has so Invigorated US 
equities in recent yearn. 


US attacks Brussels plan 
to curb air alliance routes 

Planned transatlantic rules would raise prices, says Washington 




By Mcftaei Stafrinketr, 

Aerospace Corresp on d en t 

The US government has told Karel 
Van Mlert, the European Union com- 
petition commissioner, that his pro- 
posals for regulating transatlantic 
air alliances will reduce competition 
and increase lares. 

In a sharply worded letter. Charles 
Hunnicutt, the US assistant aviation 
secretary, said Washington strongly 
opposed plans by Brussels to limit 
flights on certain routes to reduce 
the power of airline alliances. 

The letter comes as Mr Van Miert 
prepares to announce conditions 
later this month for approving alli- 
ances between British Airways and 
American Airlines and between Luft- 
hansa of Germany and United Air- 
lines of the US. 

In addition to restrictions on the 
number of flights. Brussels will 
order BA and Lufthansa to surren- 
der take-off and landing slots at 
their home bases at Heathrow and 


Frankfurt airports. The Commission 
is to give its verdict later this year 
on a third alliance, between Delta 
Air Lin os of the US and Swissair, 
Austrian Airlines and Sabena of Bel- 
gium. The US authorities have 
already given the go-ahead to the 
Lufthansa-United and Delta alli- 
ances. but have yet to approve the 
BA-Amcricun partnership. 

Mr Van Miert wants to restrict the 
number of flights the alliances offer 
on certain routes so that other air- 
lines cun offer competing services. 

However. Mr Hunnicutt said: 
“Imposing reductions and freezes on 
network carriers' capacity will exert 
upward pressure on fares . . . espe- 
cially for business passengers. ** 

He said the number of seats avail- 
able was just as important in deter- 
mining fares as Urn number of air- 
tines competing on a particular 
route and this was particularly true 
on transatlantic markets where air- 
craft were often toll. Mr Hunnicutt 
also said the US was worried that 


Brussels was concentrating too 
heavily on the effect alliances Km 
on competition between airport 
hubs. The Commission should look 4 
at the impact on the transatianH* J. 
market ns a whole. ‘ ® 

US government research has r - 
shovrn that alliances could locreatV, 
rather than reduce competHfea-v 
because they compete against each 
other. Mr Hunnicutt said. "It ig 
important that this pro-consumer 1 
aspect of alliances not be blunted by 
restrictions aimed at protecting *7. - 
relatively small number of passes- . 
gers in hub-to-hub markets," he said. 

He was also concerned by Mr Van 
Miert’s apparent intention to impose 
restrictions on the alliances' use of 
computer reservation systems and 
the commissions they paid to travel 
agents. "Imposing restrictions only 
on alliance carriers ... could have 
unintended and inequitable conaie- ' 
quences," he said. 


Business travel, Page 9 
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US commitment to Middle East 
peace process to be tested by talks 

Albright to meet Palestinians and Israelis separately in London 


By Judy Dempsey in Jerusalem 
and Mark Unhand in Cairo 

Washington's commitment to the 
Middle East peace process will be 
tested in Loudon today when Made- 
leine Albright, US secretary' of state, 
holds folks separately with Israeli 
and Palestinian leaders 

Mrs Albright will hare to decide if 
she will publicly present US propos- 
als for a second Israeli troop pull- 
back from the West Bank when she 
meets Benjamin Netanyahu, Israel's 
prime minister, anrf Yassir Arafat, 
president of the Palestinian Author- 
ity. 

The London talks are seen as one 
of the last attempts to revive the 
peace process, stalled for 13 months 
when Israel started building a new 
Jewish settlement at Har Homa in 
east Jerusalem, 

The US proposals entail a phased 
Israeli handover of 13.1 per cent of 
land to the Palestinian Authority, 
way below the PA’s original expecta- 
tions of about 30 par cent The Oslo 


accords between Israel and the Pal- 
estinians did not spell out how much 
land would be returned. 

The PA accepted the US proposals 
at the weekend, saving it would not 
agree to “an inch less [of land]"- 

Mr Arafat has won the backing of 
Hosni Mubarak, Egypt's president, 
who said agreement on a second 
pullback would pave the way for 
Anal settlement negotiations. The 
two men.met in Cairo last night. Mr 
Mubarak dismissed a request by Mr 
Netanyahu to persuade the Palestin- 
ian leader to accept less than 13 per 
cent. 

Israeli officials were yesterday still 
trying to block the US plan being 
presented in London. They believe 
they will be blamed for the demise of 
the peace process if they reject it. 

But they also believe their secu- 
rity will be undermined if they 
accept it. especially since they are 
not convinced Mr Arafat is doing 
enough to crack down on terrorism. 

Israeli officials offered concessions 
to try to persuade the US not to 


present its proposals, by agreeing to 
open the airport in Gaza and the 
Gaza Industrial Estate, dose to the , 
border with Israel. The opening of ‘ 
the airport would give the Palestine • 
ian Authority a direct outlet to the 
world and would be another step 
towards Palestinian statehood. 

The industrial estate would pro. 
vide an economic boost for the 
unemployment-burdened territory. 
Both offers have been bogged down 
by security issues. ' 

But the US and the Palestiniaigfr' 
are reluctant to accept these conces- 
sions without a clear commitment 
by Israel to the second pullback. 
Furthermore, even if Israel imple- 
ments that pullback. Washington 
has said it must also implement a 
third redeployment. 

Yesterday Mr Mubarak repeated 
Arab warnings that there was Utile 
prospect of continuing the peace pro- 
cess if the London talks failed. “We 
hope from our hearts that the Lon- 
don meeting is a success, because we 
fear what may follow after that’ 
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Europe today 

The western coasts of Norway 
will have rain, but the rest of 
Scandinavia wU have a mixture of 
sunshine and scattered showers. j 
The Low Countries. Germany, 

Austria and Switzerland wffl be 
cool with sunny spells and showers. ' 
France will be mainly dry with some '■ 
sunny Intervals, but there is a risk ot . 
showers In the sexjth. Central ports 
of the Mediterranean win be wet 
with heavy rain or thundery 
showers, but the Iberian peninsula 
wffl be much drier and brijtfiter. The • 
eastern Mediterranean wffl be hot 
and sunny. 

Five-day forecast 

The heavy showers tn central parts 
of the Mediterranean wffl die out. 
with all parts hatring some fine, 
sunny weather before the middle of 
the week. Much of central Europe 
wffl also become dry. but northern 
areas will turn unsettled with spells r 
of rain, although K wffl become s 
warmer at the same time. ’J 
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We can't change the weather. But we can 
always take you where you want to go. 
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Broad is beautiful for Rheinmetall 

If conglomerates are a dying breed, no one has 
told Hans Brauner, chairman of Rheinmetall. the 
German industrial group. Since 1996, the company 
has doubled In size by spending DM 500m on elec- 
tronics and car components companies to build on 
its care defence equipment activities. Mr Brauner 
is keen to take Rheinmetall’s annual sales further. 
He argues that diversification is essential to the 

r oup's growth when military budgets are under 
assure around the world. Page 19 

DERIVATIVES 

Liffe faces up to the challenge 

The London Internationa] Financial Futures and 
Options Exchange faces further upheaval this 
week- It has already embraced electronic trading 
and announced plans to introduce a new day-time 
electronic trading platform in 1999, in response to 
&n aggressive challenge from the electronic Deut- 
sche TerminbOrse rn Frankfurt The exchange has 
al$o put forward plans to convert into a profit- 
based organisation, rather than one that exists 
solely to serve its members. These changes will be 
put to the vote on May 21. Now further changes 
are expected to emerge from the meeting of the 
board of directors on Wednesday. Page 21 

EMERGING MARKETS 
Honeymoon ends for Russia 

‘'•jst year, it seemed that foreign investors swal- 
lowed all the good news about Russia and Ignored 
the bad. This year, the reverse appears to apply. 
While many of the world's stock markets are soar- 
ing to new highs, the Russian market has been 
quietly crumbling. Page 20 

COMMODITIES 

Barclays in $3bn nickel contract 

Barclays, the UK banking group, has set a prece- 
dent by not only promising to finance a $450m 
nickel-cobalt project but also agreeing to take aH 
the metal it will produce for 10 years. The value of 
this contract is nearly S3ba Page 21 

CURRENCIES 

Digesting Emu deal’s implications 

The foreign exchange markets will begin the week 
digesting the deal by which Wim Duisenberg of 
the Netherlands will spend around four years as 
the European Central Bank's first president before 
stepping down ‘Voluntarily”. The need for a com- 
promise to satisfy France, which had put up its 
central bank governor for the job. is expected to 

r igh on the D-Mark and the other euroland cur- 
kies - in the short term at least Page 23 

MARKETS 
New York 

After a surprise drop in non-farm payrolls in 
March, the latest monthly report on US employ- 
ment conditions, due on Friday, seems likely to 
bring a return to the strong jobs growth that has 
now become the norm. Page 22 

London 

Investors will be hoping that London's equity mar- 
ket can extend the santilteting performance of Ia3t 
week which saw the FTSE 100 recross the 6.000 
level and the two junior FTSE Indices close the 
week at record highs. Page 22 


FT GUIDE TO THE WEEK 
- full listings Page 32 

POWER TO THE CITY 

Londoners vote in a referendum on Thursday on 
J'-ether there should be a capital-wide election of 
Hinayor for London and a greater London 
authority to co-ordinate policies in areas such as 
planning, the environment, tourism and transport 
ANNAN TO VISIT COURT 
United Nations secretary-general Kofi Annan is 
due on Tuesday to visit the International Criminal 
Tribunal for Rwanda in Arusha. Tanzania, a UN 
court set up after the 1994 genocide to try the 
ringleaders. 

DUTCH VOTE 

The Netherlands goes to the polls in a general 
election on Wednesday. The PvdA labour party of 
Wim Kok, prime minister, enters the contest as 
favourite. 
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Alitalia offering faces challenge 

Volatile shares and political row may hurt $557m sale -■ 


By Vincent Boland in London 

A Ll.OOObn (SS57m) offering of 

shares in Alitalia, Italy's flag- 
ship airline, begins today In 
the teeth of a sharp sell-off on 
the Italian stock market and a 
political row over the airline's 
plan to make Milan's new air- 
port its international hub. 

Iri. Italy's state holding com- 
pany, plans to reduce its stake 
in Alitalia bora 85 per cent to 
53 per cent with up to half the 
shares aimed at foreign inves- 
tors. Iri aims to recoup some of 
the L2,000bn it has put into the 
airline in restructuring costs. 

But analysts said Alitalia’s 


volatile share price and a 
furore over the switch to 
Milan's Malpensa could lessen 
International interest in spite 
of Its return to profitability 
in 1997 after 10 years of 


Politicians in Rome fear the 
move to Malpensa, which 
opens in October, could dam- 
age the city’s status as Italy’s 
international hub. Other air- 
lines are angry at being forced 
to move hum Milan's current 
airport. Linate, although it is 
chronically congested, to Mal- 


pensa, which Is more than an 
hour's journey outside the 
city. 

The row has cast a shadow 
over plans by Alitalia to form 
a strategic alliance with ELM, 
the Dutch airline. 

In addition, the Milan stock 
market which soared in the 
first three months of thi« year, 
fell by more than .17 per cent 
in April, although it has since 
recovered a little 

Both developments have 
undermined Alitalia’s share 
price, which, has swung 


sharply this year. It rose from .. 
a low of L 12^50 in early Janu- 
ary to a high of £46,000 in mid- ' 
April It stood at just over 
L33.000 at the end of last -week. 

One analyst said the airline 
was “substantially- over- 
valued” at the current share 
pricer “International investors 
will expect a discount for the 
airport issue, but domestic 
retail investors may ignore it 
altogether,” he said. A sub- 
stantial portion of the shares 
is likely to be aimed at ordi- 
nary Italian investors. 


The offering;' is a combina- 
tion of shares' owned by the 
holding company and new 
shares from a r»pitai increase. 
It is being led by Util and Salo- 
mon Smith Barney, the invest- 
ment banks, and is one of the 
most high-profile privatisa- 
tions from Italy this year. 

A final price for the shares is 
to he set in mid-May, when 
levels of demand for the shares 
from both foreign and domes- 
tic investors will be known. If 
international ' institutions 
decline to buy in sufficient 
numbers, more shares will be 
allocated to domestic retail 
investors.-. 


AS VOLKSWAGEN PREPARES TO CHALLENGE BMW FOR R-R MOTOR CARS, PARENT LOOKS AT CGSWORTH DEAL 


Vickers in talks 
with Ford over 
engines group 


By Haig Shnonian, Motor totfoshy 
Correspondent, and Andrew 
Edgecfiffe-Johrsno 

Vickers, the UK engineering 
group, disclosed yesterday it 
had held “initial conversa- 
tions" with Ford of the US 
abont a possible partnership or 
joint venture with its Cos- 
worth specialist engines group. 

The news came as Volks- 
wagen, the German car maker, 
was expected this week to 
table an offer to Vickers of 
between £400m ($668m) and 
£500m for Rolls-Royce Motor 
Cars, in response to BMW's 
£340m agreed bid for the 
luxury car maker. Volkswagen 
wants to buy all or part of 
Cosworth as part of its bid. but 
BMW does not 

“We have been looking for 
strategic partners for Cos- 


worth, particularly on the cast- 
ing side,” Vickers said. 
Although the design part of 
Cosworth is profitable, cast- 
ings has lost money because it 
has not fully used Its capacity. 

Ford would be perturbed to 
see Cosworth fall into the 
hands of a competitor like 
Volkswagen, as the Vickers 
subsidiary and Ford have a 
long association in motor rac- 
ing. 

Talks are not believed to 
have reached an advanced 
stage yet, but any agreement 
would probably have to come 
before a Vickers' shareholder 
meeting early next month on 
the planned sale to BMW. 

Although BMW has secured 
the agreement of the Vickers 
board for its bid for 
Rolls-Royce Motor Cars, VW 
plans to appeal directly to the 



Motoring venture: Ford Escort RS Coswortti showing Rs relying abSttea tn Greece 
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shareholders of Vickers, the 
luxury car maker's parent 
company, to accept what it 
claims will be a higher offer 
that guarantees the British 
character of the company. 

VW has said Rolls-Royce 
Motor Cars would remain inde- 
pendent and it would use Cos- 
worth engines in the cars. 

Meanwhile, BMW signalled 


it was likely to use the record 
of its 1994 acquisition of UK 
car manufacturer Rover to 
counter any attempts by 
Volkswagen to sway British 
opinion in the battle for 
Rolls-Royce Motor Cars. 

“BMW has proved itself to 
be a good corporate citizen in 
the . UK.” said Walter 
Hasselkus. Rover’s chan -man. 


In -an interview with the FT. 
Mr Hasselkus said he expected 
BMW to use Rover in develop- 
ing Rolls-Royce Motor Cars 
once it took control Purchas- 
ing needs of the two UK car 
makers would be combined to 
help Rolls-Royce Motor Cars 
cut costs. 
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Scania plans overhaul to expand market share 


By Tan Burt in Stockholm 


Scania, one of the world's 
leading heavy truck producers, 
is planning an overhaul of its 
distribution, marketing and 
finance activities to try to bol- 
ster its international market 
share. 

The Swedish company, 
which is studying a move into 
medium-size trucks, has drawn 
up proposals to separate its 
non-manufacturing activities 
into a new trading division 


with its own management 
structure. 

This Is the latest step in a 
campaign to revive market 
perceptions of Scania, that 
have been undermined by cost 
overruns associated with new 
products and disappointing 
profits since its stock market 
listing in 1996. 

Leif OstUng, Scania chief 
executive, believes strength- 
ened distribution and market- 
ing will help exploit growing 
volume demand, particularly 


in western Europe and the 
emerging markets of Russia 
and eastern Europe. 

He said that In the absence 
of bolt-on manufacturing 
opportunities in Europe, an 
expanded dealer and distribu- 
tion network would help 
Scania increase its 16 per cent 
share of the European market 

“The old Scania was con- 
fined to engineering and man- 
ufacturing. Now we are setting 
up an integrated trading busi- 
ness; it already accounts far 26 


per cent of total sales and is 
growing Cast” 

Although Scania reported a 
decline of first quarter profits 
from SKr577m ($75m) to 
SKrS52m last month, it saw 
sales in service-related prod- 
ucts rise from SKri.SZbn to 
SKrl-Blbn. 

Mr OstUng touted that Scan- 
ia's trading arm would seek 
acquisitions of European 
dealer networks to increase 
farther that contribution. Of 
its existing dealerships in 


Europe, more than 40 per cent 
are wholly-owned by Scania. 

Scania hopes to strengthen 
its dealership presence before 
deciding whether to launch a 
series of 12-16 tonne medium 
size trucks, which would be 
based on its 4-Series heavy 
truck platform. Mr Ostling 
said that by tailoring the new 
vehicle closely to the 4-Series, 
the company could contain 
development and engineering 
costs to about SKrl50m- 
SKraOQm. 


AmexCo 
targets 
accountants 
in US 
expansion 

By Jim Kefiy, Accountancy 
Correspondent 


American Express is to 
acquire a string of accoun- 
tancy firms in several US cities 
as pari of a big expansion into 
the sector that bas already 
made it the country's lOtb 
largest accountancy business. 

Senior executives of the US 
financial services group are 
understood to be seeking fur- 
ther acquisitions in New York. 
Dallas and Houston and In sev- 
eral other large US commercial 
centres as part of a strategy 
which could have repercus- 
sions on both sides of the 
Atlantic. 

. Through its subsidiary, 
American Express Tax and 
Business Services, the group 
has built an accountancy busi- 
ness with annual fees of more 
than fiOOm. it has an unoffi- 
cial target of $500m in foes by 
2000. 

American Express now has 
54 offices in 19 states targeted 
on the small to medium-sized 
business sector. 

“We are focused on growing 
in the US and we would like to 
be in all the major markets - 
that leaves another 31 states to 
go" said Richard D'Ambrosio, 
an American Express official. 

“We are trying to become 
the single financial resource 
for small businesses in the 
US.” 

Mr D'Ambrosio said the sell- 
ing of products to clients was 
“extremely above board”, 
adding: “We value the trust 
these firms have with their cli- 
ents and we would not dimin- 
ish that trust in any way.” 

The firms acquired by Amer- 
ican Express, which are also 
growing quickly through fur- 
ther local acquisitions in the 
cities in which they are based, 
are seeking to operate as 
stand-alone accountancy firms 
and to provide a string of other 
services including: 

• Access to lenders and credit 
products. 

• Equipment financing. 

• Advice on business start- 
ups. 

• Accounting and financial 
controls advice. 

• Cash Oow planning. 

The acquisitions also repre- 
sent an opportunity Tor 
smaller firms to broaden their 
sendces to take advantage of 
the explosive growth in con- 
sulting revenues which have 
powered the so-called Big Six 
international firms. 



RICHARD WATERS 

GLOBAL INVESTOR 


The squeeze is on 


Seen through the prism of 
Corporate America’s profit and 
loss account, last week’s 
dramas in the financial 
markets neatly sum up a 
now-familiar set of economic 
parameters. They also help to 
focus the attention on where 
profit growth will have to 
come from if US companies are 
to keep pushing ahead in the 
late stages of this economic 
expansion. 

The US economy has grown 
at a rate of more than 2J» per 
cent for eight consecutive 
quarters, a change from the 
fast-slow early years of this 
expansion (good for profits). 
But labour costs have risen 
steadily in the past year (bad) 
and the Fed seems to have 
gone on renewed inflation 
alert (potentially very bad). 

However, unless you are an 
airline, you are probably still 
finding it diffi cult to raise 
prices (a nuisance, but not as 
bad as the higher interest 
rates that would accompany 
widespread price increases). 
After three years, the dollar’s 
rise is moving from being a 
nuisance to a downright 
threat The heavy translation 
impact seen In this year's 
earnings statements will 
eventually turn to lass of 
competitiveness. 

These economic headwinds, 
and their impact on earnings, 
have become increasingly 
familiar in American executive 
suites and on Wall StreeL 
Back in 1936. a price/eamings 
ratio approaching 20 looked 
demanding, but at least there 
was earnings growth of 15 per 
cent to look forward to. These 
days, a P/E of 23 and growth 


rate of 7 per cent or so looks 
far more challenging. 

As' “real” profit growth has 
become harder to come by, it 
has put more emphasis on the 
sort that comes from 
restructurings, stock 
buy-backs and all the other 
tools of corporate and financial 
engineering. 

The question now is: bow 
much more scope is there for 
American companies to lift 
earnings through 
restructurings, stock 
buy-backs and takeovers? 

The tap of stock buy-backs, 
at least, does not seem likely 
to be turned off. Corporate 
cashflow remains strong and 
the number of companies that 
seem persuaded by the merits 
of repurchasing their own 
shares is growing. 

Opportunities for continued 
corporate restructuring also 
seem plentiful, though the 
gains inevitably get smaller as 
time goes on. Five years or 
more after the revolution that 
was meant to have 
transformed big American 
companies, giants such as 
AT&T and Kodak are only now 
laying into mass sackings with 
real appetite. Successful 
companies such as Xerox are 
also turning up the heat As 
General Electric - now deep 
into another restructuring 
effort - keeps demonstrating, 
this can become a 
never-ending process. 

The shuffling of assets 
through the takeover market 
should also continue to 
provide fuel for raising 
performance - though, again, 
the lowest hanging fruit has 
already been plucked. There is 


also a finite number of 
opportunities, as evidenced by 
the increasing concerns of 
anti-trust authorities as 
consolidation nears Its logical 
conclusion. 

Anyone who loses at the 
takeover game is likely to get 
punished increasingly 
severely. Case in point Wells 
Fargo, erstwhile banking 
wonder stock (and darling of 
Warren Buffett). Wells missed 
a beat in its purchase of First 
Interstate and is now talked of 
as potential prey, rather than 
predator. The hyenas of the 
financial world, the buy-out 
funds, are also waiting to 
pounce. 

All of this suggests that the 
disciplines of financial and 
corporate engineering learnt 

during the 1990s will have a 
big part to play in coming 
years, hut that the 
opportunities to use them wil] 
become increasirgfly 
c halleng in g . 

What other conclusion is 
there to draw from the sight of 
two of the sawiest 
deal-makers of the decade, 
Sandy Weill and Hugh McCofl, 
launching themselves into the 
unkno wn? Travelers Group 
and NationsBank - 
respectively their companies - 
have raised consolidation 
through acquisition to an art 
form. Each company has now 
taken a big - and risky - leap 
into a new era. the first by 
trying to go global and the 
second by looking to go 
national. With companies 
striving harder to keep the 
creative ideas flowing, the 
potential risks and rewards 
have gone up. 


The most important business meeting 
on Asia this year will actually take 
place in Chile..." 


The Pacific Basin Economic Council 

31st International General Meeting 

“Pacific Prosperity: Sustaining 
Momentum into the 21st Century 99 

May 22-27, 1998 • Sheraton San Cristobal Hotel • Santiago, Chile 


GOVERNMENT LEADERS 
TO SPEAK INCLUDE: 

- His Excellency Edmido Frei Ririz-lbgte, 
President, Republic o{ Qule 

• His Excellency Carlos Federico Rodcan^ 
Vice President, Argentine Republic 

■ Us Excellency Dr. lag. Bariwmddhi Josnf 
Habibie, Vice President, Republic of 

Indonesia 

• His Excellency, Ricardo Marquez 
Vice President, Republic of Pern 

■ The Right Honorable Don C. McKinnon. 
Minister of Foreign Affairs and Tirade. 

New Zealand 

• The Honorable WiLfiaro S. Cohan, 
Secretary of Defense. United States 

EXECUTIVE ROUNDTABLE 
DISCUSSIOP© INCLUDE: 

• Reform in Japan: Can It Meet tbe 
Challenges of the 2 la Ceattny? 

• Manrtairan£ Political Stability in the 

Face of Economic Hardships 

• State Owned enterprises: The Biggest 
Challenge to Chinn's Reform? 


PLENARY SESSIONS: 

■ How Does Ask Return to Prosperity 
and Prevent die Next Crisis? 

• Tackling Corruption: The Need for Business 
To Take the Lead 

■ Wha is the Role or the IMF in 
Resolving Regional Turbulence? 

■ Financial Crisis: What Lessons Can 
the Banks Learn? 

■ Liberalization and Privatization; 

The Stimuli for Coorinucd Economic Growth 

• Peace and Stability: The Cornentone 
of Prosperity 

• A Look Into the Information Era 

■ Cities intense Challenges. Progressive 
Soh a loBs 

• Free Trade in ifae Americas: Are there 
Lessons for the Pacific Region? 

■ Media Reporting rm International 
Trade: How Can Business Leaders 
Promote the Good News? 

■ Korea and ASEAN: Similar Challenges. 

DifferonApproacbes 


Tbe Voice of Business in tbe Pacific- 

The Pacific Basra Ecoronnc Cornett IPBEC) fa an assodakxi of senior business kadccs representing 
more Una 1 ,200 ira^or corporations in 20 economies around the Pacific, with combined global ales of more 
than U5SA25 p inion and mare than 10.9 million employees. PBGCs Internstiotid General Meeting i 1GM| 
is an important foram, offering a ntiqne opportunity for die region's most senior corporate executives and 
goiKtiuitent leaden to discuss, in a frank and intimate earing, the key issues in the regional economy, and 
» puMically issue poBcy recommendations and statements. 

For more information on PBEC or the 31st IGM 
vidt our web ate at wwvfbtcarg 


I ’ll i! ic Basin Economic Council 
SiTC-c*.. s.i 'e H.tr.n’iiiu. Hawaii 
*• i I'ax ! -sir ! >L i -S53U Email --raESri 
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COMPANIES & FINANCE: UK 


Shift of pace as Rover changes gear 
to manoeuvre around challenges 


Haig Simonian on the UK carmaker's 
remodelling following the BMW takeover 


R elax, it's a Rover - so 
said the soothing catch- 
line in a recent advertis- 
ing campaign. But just as 
the UK carmaker was accel- 
erating to cruising speed - 
after a slog through the 
gears since being bought by 
Germany’s BMW in 1994 - 
the road ahead suddenly 
looks much tougher. 

K was a bitter-sweet year 
far Rover In 1997. Turnover 
rase slightly to £&6tra. white 
car exports went up 4.7 per 
cent to 290,000. That helped 
the company report its first 
operating profit since the 
takeover. Losses meanwhile, 
calculated according to 
BMW's arch-conservative 
criteria, fell DM32m to 
DM260m (£87.8m). 

The swing to an operating 
profit of DM88m from a loss 
of DM67m was all the more 
remarkable since it came 
against substantially higher 
spending on product engi- 
neering. And depreciation 
rocketed from DM875 m to 
DMl .2bn over the same 
period, said Walter Has- 
selkus. Rover's chairman 
since September 1996. 

But what made the move 
Into the black particularly 
satisfying for him and his 
colleagues was that it came 
against a severe deteriora- 
tion in trading conditions 
because of the strong pound. 

Buoyant sales of the new 
Land Rover Freeland er. the 


first Rover developed 
entirely under BMW, had 
helped increase employment 
10 per cent to 39.500 since 
BMW gained control. 

Mr Hasselkus said even 
more jobs would have been 
created bad the strong cur- 
rency not held back Rover 
sales in foreign markets - 

Rover officials disputed 
government claims that 
Britain’s manufacturers 
could compensate for the 
strong currency by curbing 
wage rises. It would take a 
40 per cent cut in Rover’s 
wage bill to make up for the 
strong pound's Impact on 
foreign sales, said an official. 

Mr Hasselkus said the 
pound's strength had also 
raised doubts over Rover's 
target to restore profits by 
2000. 

The surge in the value of 
sterling has come just as 
Rover is starting to show the 
Bruits of BMW's £500m-a-year 
investment plan. 

While employment has 
risen by about 10 per cent 
output has climbed by more 
than doable that to 530,000. 
Based on Rover's internal 
measurement, productivity 
is up by 30 per cent 

Meanwhile, purchasing 
costs have fallen by £300m. 
“The best is yet to come," 
said Mr Hasselkus. Only 
once Rover's new models, 
developed jointly with BMW, 
hit the market will the com- 


pany start to reap the bene- 
fits of cheaper components 
thanks to shared buying 
with its German owner. 

Even before the bulk of 
those care come on stream, 
margins have risen as Rover 
has moved its range up mar- 
ket. That has seen the 
demise of the Rover 100 (the 
former Metro) and a general 
upgrading towards higher 
value vehicles commanding 
better returns. 

M uch of the improve- 
ment has come 
abroad, where market- 
ing, better models and a 
much improved dealer net- 
work have lifted sales vol- 
umes. Exports to Italy virtu- 
ally doubled to 60,000 units 
last year, compared with 
1995. In Germany, they 
reached 20,000 from 12,000 
before BMW’s arrival. 

And sales outside Europe, 
the US and Japan rocketed 
to 60,000 in the same period 
as the company resumed 
exports to countries from 
which it had long been 
absent 

The company claims it is 
on track even in the UK, the 
only - but biggest - part of 
its operations which does 
not fit its upbeat message. 

Rover's UK sales have 
been steadily eroding in 
recent years. But Mr Has- 
selkus argues the recent 
decline has largely been 
deliberate, as Rover bas 
moved away from low mar- 
gin fleet sales, done partly to 


maintain capacity utilisa- 
tion. to more profitable sales 
to private buyers. 

The marg in improv emen t 
bas been reinforced by a 
root-and-branch revision of 
tbe UK dealer network to 
eliminate marginal outlets 
and concentrate on dealers 
ready to invest as tbe brand 
moves upmarket, he says. 

According to Mr Has- 
selkus. the home market 
should pick up as more new 
models come on stream. The 
process started late test year 
with the Freelander, Land 
Rover's eye-catching new 
sports utility vehicle. 

Demand for the car, the 
centrepiece of a massive 
investment programme at 
Land Rover's Solihull base 
in the west Midlands, should 
see total output reach about 
200,000 units this year, com- 
pared with 130,000 in 1997. 

Land Rover’s profits will 
be boosted by the arrival of 
the new Discovery, to be 
unveiled at the Paris motor 
show In October. 

Although externally very 
similar to the current model 
engineering changes mean it 
should be appreciably 
cheaper to build. 

Better quality and reliabil- 
ity should make the model 
more competitive in an 
increasingly crowded mar- 
ket, improving margins. And 
profits on the vehicle should 
also rise as the Freelander’s 
arrival below tbe Discovery 
in Land Rover’s range 
means tbe new Discovery 
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can be moved slightly 
upmarket, said Mr Has- 
selkus. 

Rover’s biggest step, how- 
ever, will not come until tbe 
end of the year when its new 
R40 saloon sees light of day. 

Designed to replace the 
slow-selling 600 and the ven- 
erable 800 Series models, 
Rover hopes to build 100,000- 
120,000 R40s a year - double 
that of the 600 and 800 com- 
bined. Rover’s new cars 
should help lift output this 
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year, although their full 
impact will only come 
throu^l in 1999. 

However, two factors will 
work against them: the 
demise of the Rover 100. 
which accounted for 39,000 
units in 1997 and which will 
still sell about 15.000 this 
year as production runs 
down; and. of course, the 
strength of sterling, which 
threatens to constrain 
exports just as Rover’s range 
finally revs up. 

Chilean 
rival eyes 
Inchcape 
bottling 
operations 

By Roger Taylor 

Inchcape. the diversified 
trading company which is 
splitting itself into three 
parts, is understood to have 
received expressions of inter- 
est in its Latin American 
bottling operation from Chil- 
ean rivals. 

Inchcape plans to demerge 
its Coca-Cola bottling busi- 
ness in Chile and Peru end 
float the company on the 
Chilean stock market 
However, Embotelladora 
Andina. a rival Chilean 
Coca-Cola bottling business, 
is understood to be keen to 
acquire Inchcape's 
operations. Analysts said a 
sale to Andina would be pre- 
ferred by many Inchcape 
shareholders in the UK, if a 
sufficiently high price could 
be achieved, because they 
are unhappy at tbe prospect 
of receiving shares in a Chil- 
ean listed company. 

Inchcape, however, is 
believed to view a demerger 
as the most likely outcome 
because a sale would result 
in a substantial tax bill, 
greatly increasing the 
amount that Andina would 
have to pay. 

Inchcape announced in 
March that it was planning 
to split itself up by demerg- 
ing the Latin American bot- 
tling operations and the 
Asian trading company. Tbe 
rump Inchcape will focus on 
car distribution and is plan- 
ning to sell the Russian bot- 
tling plant and the shipping 
division. 

Inchcape is in negotiations 
with Coca-cola over the sale 
of file Russian plant It is 
also understood to have 
received more than 50 
expressions of interest in the 
shipping division since 
announcing that it was for 
sale It Is planning to send 
out an Information memo- 
randum an the business to a 
short-list of bidders in the 
near future. 

Inchcape decided on the 
break-up plan because it 
believed its current share 
price undervalued the busi- 
ness. In particular, the Latin 
American bottling operation 
is expected to fetch a high 
price on tbe Chilean stock 
market, where similar busi- 
nesses have traded on multi- 
ples of up to 30 times earn- 
ings. 

Analysts said that the bot- 
tling business in Latin 
America was consolidating 
and that If the business was 
demerged there was a good 
chance that a competitor 
would subsequently try to 
buy it. 

Inchcape is planning to 
ensure that there are ade- 
quate broking arrangements 
in London to give UK inves- 
tors the opportunity to sell 
their shares. They are also 
considering a marketing 
campaign to try to create 
strong demand for the - 
shares. 


Poor Tony Blair. Britain's . . .. ... .. 

most popular post-war prime oo™ T* 6 ™ spreads - 

Train ictAT had to preside over OwCerroany (begs pok&) . . 

the weekend’s euro-fudge and m -‘ 

is not even going to be part ; — ' 

of the project. Some voices \ U. 

will say that is Just as well: -—4- 

Britain should not plunge \ 

into such a risky project. sw_\/V- 

Risks there certainly are. But " 1 

Britain is better placed to M S . 

thrive under the straftjacket • 
of a single currency than 

mpat other nations. When it . 100 

comes to labour flexibility. 

corporate taxes, welfare -0 1 J — T r*l 

reform and tbe corporate sec- - • mbs ‘ ‘ . M: 

tor’s commitment to share- sum nwunvr 
holder value. Britain is near 

the top of the European league. The irony is that tbe lion’s 
share of the credit is due to the viscerally Eurosceptic 
Margaret Thatcher. - 

It is not just that the UK has the flexibilit y to co pe with 
the strains of Emu. After two decades of restructuring, 
British firms would be in good shape to reap the benefits of 
the single European market that Emu will help complete. 
The City of London would be firmly centre-stage in a unified 
European capital mar ket run on Anglo-Saxon lines. 

So not being in at the start is a missed opportunity. True. 
this is no disaster. London faces little threat of being dis- 
lodged as Europe's financial capital. And Emu will bring 
Anglo-Saxon capitalism into the heart of Europe whether 
Britain is part of the project car not. Nevertheless, the City’s 
advantage could be eroded at the margin, particularly if 
Emu’s members try to rig the rules of tbe game to their 
advantage. One gm*n example is the French and German 
pressure on their financial sectors to adopt a European 
s tandar d for inter-bank interest rates rather than London's 
established Libor. 

What, thpng +i , about being out of sync with the European.-'; 
cycle? Clearly, joining Emu would have a oneoff cost as the - ' 
UK had to get into step with the Continent. But this problem 
is not going to go away by waiting. Sometimes it is neces- 
sary to bite a bullet 

Moreover, being out of sync has its costs too. as Britain’s 
exporters which have recently been buffeted by the strong 
pound know only too well. Meanwhile, being in step would 
mean Britain could enjoy the Continent's lower interest 
rates. In comparison with the convergence benefits enjoyed 
by tbe likes of Italy, the effect of the Blair government’s 
boldest economic step - making the Bank of England 
semi-independent - seems trivial See chart 
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INTERNET 

Nationwide considers 
low-cost expansion 

V, 

Nationwide, the UK’s largest remaining building society. Is 
planning to use the Internet as a low-cost way or expanding 
into continental Europe after the launch of the euro. The soci- 
ety has already tried to register the name “Europewkie'’ as the 
brand to spearhead continental sales, but Brian Davis, chief 
executive, said the name had to be abandoned because of 
legal problems. Implementation of its plans have been put on 
hold while its conputar experts deal with the millennium com- 
puter tug, Mr Davis said. 

He stressed that the plans were still at an early stage. 
Nationwide's only International operations so far are "off- 
shore" accounts based in the tele of Man, which are offered 
just in sterling. 

Paul Feldman, head of group services, said Nationwide 
would have to introduce eurocompatible systems anyway an 
the expectation that the UK would sign up to the single cur- 
rency. These would be used to support business expansion in 
the euro region before Britain joined. 

Mr Davis is well known in the Industry as a technology 
enthusiast Nationwide is spearheading the use of the internet 
for banking in the UK, and was the first to offer access to 
accounts over the worldwide web. James Mackintosh 


ADVERTISING ^ 

Clear Channel extends deadline 

Cleer Channel, the US group whose £446m ($7 40m) agreed 
bid for More Group, the outdoor advertising company, was 
topped by Decaux of France, has extended the timetable for 
accepting its bid until May 14, having received acceptances in 
respect of 4.42 per cent of More’s shares. 

The level of acceptances has fallen since April 2, when 
Clear Channel announced an 1 1.4 per cent take-up far its 
offer. Analysts said this was not surprising, as the earlier 
count was taken soon after Decaux's offer announcement, 
whan shareholders had had Bttie chance to withdraw their 
original acceptances. The Office of Fair Trading Is not expec- 
ted to announce until May 22 whether Decaux’s £475m offer 
w8) be referred to i tie Monopolies and Mergers Commission 
oraRowed to proceed. It has already decided not to refer 
Clear Channel, which sad it remained “fully committed" to 
acquiring More. Andrew Edgecfiffe-Johnson 


ENERGY ^ 

Melrose to seek full listing 

Melrose Resources, the oil and gas management company, is 
to rod up its production partnerships through an ail-share offer 
and seek a fuB iistmg. The partnerships, which invested in oil 
and gas properties in the Permian basin of Texas and New 
Mexico, benefited from a 70-year-old tax concession dosed 
in the UK Budget of November 1996. High-rate taxpayers 
who Invested between £10,000 and Elm ($l.66m) in one of 
foe 45 partnerships wfU be offered Melrose shares in propor- 
tion to the reserves of their partnership. The company will 
seek a listing within toe next year. After the acquisition Mel- 
rose will have toted proven reserves of 11.5m barrels of OH 
and 16.2 bn cubic feet of gas. Christopher Swann 
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The FT can help you reach 
additional busnest readers in 
France. Our link with the French 
business newspaper, Les Echos, 
gives yon a unique racniinaen t 
advertising opportunity to 
capiialise on the FT* European 

readership and in further UU£W 
the French harness world. 
For information on rates and - 
farther details please telephone: 
Toby Findm-CrcAs oo 
+44 171 8734027 


European Investment 
Bank 

1TL 1.000.000,000.000 
Floating rate notes due 
December 1998 

The notes Uw7f bear interest 
ai 535625% per annum from 
16 Afarch ISSStO IS June 
1996. Interest payable on 
IS June 1998 will amount to 
riZ67,698 per /TL5.000.000 
note and 171676,971 per 
mS0.0Q0.000 note. 

Agent: Morgan Guaranty 
Trust Company 
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Thyssen arm 
in $100m 
tools project 


COMPANIES & FINANCE 


By Pater Mars* 

Thyssen Production 
Systems. Ihe machine tool 
aim of the German engineer- 
ing and steel giant, is spend- 
ing SlOOm on a new family of 
tool systems, in one of the 
industry’s biggest develop- 
ment projects. 

'The programme, due to be 
completed by around the end 
of this year, will bring 
together the expertise of 
Thyssen's Germany-based 
machine tool subsidiaries 
with that of Giddings & 
Lewis, the US machine sup- 
plier acquired by Thyssen 
last year for 9675m. 

With Giddings, Thyssen's 
machine tool sales total Si bn 
a year, making the company 
among the world's leading 
machine-tool makers. 

The acquisition was the 
biggest yet in the world’s 
$40bn a year tool industry, a 
fragmented sector with thou- 
sands of suppliers, few of 
which operate globally. 

The new Thyssen project 
is taking ideas from across 
the group in two important 
sectors of machine tools - 
machining centres and 
transfer lines - and creating 
new families of these prod- 
ucts which can be assembled 
for customers according to 
requirements. 

The aim is to offer pur- 
chasers of machine-tools, 
such as car or aerospace 
companies, a range of 
machines that can be Titled 
into their production sites 


around the world from Thys- 
sen Production Systems' 
worldwide network of about 
30 plants. 

The machines in the new 
systems . - expected to 
account for up to 75 per cent 
of the group’s sales within a 
few years - will sell individ- 
ually for between about 
$15,000 and Siom, depending 
on the application. 

Thyssen hopes the new 
systems will enable its 
machine-tool arm to expand 
slightly faster than the sec- 
tor worldwide, which is proj- 
ected to increase revenues at 
4 per cent annually over the 
next few years. 

To emphasise the joint 
Garman-LTS nature of the 
development, many of the 
new machines will be mar- 
keted under a new name. 
Cross HQller. 

This has been derived 
from two companies previ- 
ously part of the two sepa- 
rate companies - Cross & 
Tracker which had been part 
of Giddings. and Holler 
Hille, a Thyssen subsidiary. 

“There has been a real 
sense of cooperation about 
this project as we have 
learned things from each 
other," said a Thyssen man- 
ager who was previously 
with Giddings. 

Thyssen is itself merging 
with Krupp. another big Ger- 
man industrial group, this 
September, but the move 
will not affect the operations 
of the machine-tool sub- 
sidiary- 


Cifra shares 
under pressure 


v By Henry Tricks 
m in Mexico City 


Shares in Cifra, Mexico’s 
largest retailer, are expected 
to come under pressure in 
Mexico today due to disap- 
pointing first-quarter results 
as it merges its Mexican 
operations with those of 
Wal-Mart of the US. 

On Friday, when Mexico's 
stock exchange was closed 
due to the May 1 holiday. 
Cifra' s shares traded in the 
US tumbled, analysts said. 
They expected more selling 
when the local market 
reopens today. Cifra, with a 
market capitalisation of 
$8.5bn. is one of the heaviest 
traded stocks in Mexicu. 

J. P. Morgan, the US 
investment bank, added to 
the gloom by downgrading 
Cifra in its recommendation 
to investors to a long-term 
buy from a buy. due to the 
worse than expected first* 
quarter results. Earnings fell 
G per rnni to 445m pesos 
($52m» and profit margins 
were squeiwd. 

The n -suits showed Cifra 
was still struggling to bene- 


fit from the move to combine 
and ' consolidate its 
operations in Mexico with 
Wal-Mart, with which it has 
a joint venture. UntU last 
September, its results only 
reflected its own SO per cent 
share of the partnership. 

The Mexican company, 
which is the biggest retail 
chain in Latin America with 
first-quarter sales of $l.2bu, 
is integrating Wal-Mart’s 
stores to bolster economies 
of scale, sales and profitabil- 
ity. 

However, the bulk of the 
Wal-Mart stores are giant 
Sam's Club and Bodega 
supercentres, with low gross 
margins. Lay-offs have 
added to costs. 

Nevertheless, most ana- 
lysts expect the joint ven- 
ture to pay off later this 
year. The company plans to 
invest some 8260m within 
the next 18 months to open 
new stores. 

Like other Mexican retail- 
ers, Cifra is also ben e fiti n g 
from a rebound in consump- 
tion after the 1995 peso cri- 
sis. Management expects 
same-store supermarket 
sales growth of 14 per cent 


GM award for 
LucasVarity 


By Andrew EdgecMte-Johnson 

Luc 4 .sV.inty. the car parts 
-*» group. has been named as 
"cumpany uf the year" by 
Gnu -ml Motors - the high- 
est award the US automotive 
giant can grant to any of its 

aUMO suppliers. 

TUP award has gone to the 

Anglo-American gruup’s 
light vehicle braking 
systems division ILVBS). 
which equips almost all 
GSi's North American light 
trucks and sports utility 
vehicles with tmtl-lock 
broking systems. 

The news comes a month 
after the brakes division 
won its largest contract 
f Trum GM since the company 
was created in Sep temb er 
1996 through the merger of 

Lucas Industries uf the UK 

«inri Varity Corporation of 
the US. 

The deal covers advanced 
control systems for future 
GM passenger can*, and 
tuelu»l«*s anti-luck braking 
systems, l raeban control and 
vclticlc stability control- 
GM is iaicasVarit.Y’s larg- 
j»>i rustomer and accounts 
fnr ,-ihmit a quarter of the 
LVHS division's sab* 

W tjj,» linw. Victor Hiee. 
j) The UtriisVarity chW wwcu- 
live who created the com- 
pany. the contract was 

could have won on iht.tt 

"“Swlvsis 51 S8C wsftwe 
tllllun Hrmi MKllUKWed 
nwani i!»S 


LucasVarity 's shares last 
week. “At a time when many 
arc criticising LucasVarity 
as having a second-rate prod- 
uct, this type of backing 
should be well received," 
they said. 

SBC Warburg added that 
LucasVarity now deserved to 
be on a similar rating to 
industry leaders such as 
Dana Corporation, whose 
enterprise value is now more 
than nine times its earnings 
before interest, tax. deprecia- 
tion and amortisation. 

Harold Kutner. GM 
vice-president for worldwide 
purchasing, said the award 
recognised the LVBS divi- 
sion's “outstanding, consist- 
ent quality and responsive- 
ness to our needs", adding 
that It. bad established an 
excellent record in product 
quality. 

Mr Rice said GWs recogni- 
tion was "strong evidence 
that our corporate commit- 
ment to total quality is pay- 
ing exceptional dividends 
with our customers". 

LucasVarity t°°k i® 
cent control of Brasil's larg- 
est brakes maker earlier this 
year. 

A series of posting 
announcements on contract 
wins has helped boost the 
company's shares by 33 per 
cent store mid-January. fo> 
1 owing o sluggish perfor- 
mance to the fust year after 
the merger was announced. 

GM also ' named Freios 
Varga as one of its 282 sup- 
Piters of the year. ■ 


Broad is beautiful for the chairman of Rheinmetall ' ‘ 

German industrial group is Keen to boost sales through diversification, write Peter Marsh, Alexander NicoN and Haig Simonian 


Market 

movers 


I f conglomerates are a 
dying breed, no one has 
told Hans Brainier, chair- 
man of Rheinmetall. the Ger- 
man industrial group. Since 
1966. the company has dou- 
bled in size by spending 
DM50Qm ($2Sim) on electron- 
ics and car components com- 
panies to build on its core 
defence equipment activities. 

Mr Brauner is keen to take 
Rheinmetall 'a a nnua l sales 
further. Boosted by acquisi- 
tions. especially in car parts, 
sales should rise from last 
year's DM6.6bn to more than 
DM1 Obn by 2000. 

At the helm since 1965, Mr 
Brauner defends the sprawl- 
ing activities of the group. 
These include MaK in 
armoured vehicles, Jagan- 
berg in paper machinery and 
a variety of automation and 
security systems businesses. 

“My main aim has been to 
reduce Rheinmetall ’s depen- 
dence on military equip- 
ment," says Mr Brauner. 
Last year this area provided 
16 per cent of sales, down 
from mare than 50 per cent 
in the early 1980s. 

Mr Brauner argues that 
diversification is essential to 


the group’s' growth when 
military budgets are under 
pressure around the world. 

■ The continuing impor- 
tance of defence to the com- 
pany is, however, under- 
scored by MaK's 
membership of the pan- 
European consortium that 
recently won a £3bn ($5hn) 
contract to build up to 6.000 
“multi-role armoured 
vehicles” for European gov- 
ernments over the next 
decade. 

Mr Brauner says Rhetnme- 
tall’s 50 or so subsidiaries 
are left to operate Largely as 
Independent businesses but 
have common Hnic* in elec- 
tronics arid technology. 

This has impressed inves- 
tors. Since early 1996, when 
the company started to 
diversify. RhemmetaH’s pref- 
erence shares have outper- 
formed the German market 
by aboat 50 per cent. Last 
year, Rhein me tail’s net 
Income came to more than 
DM 180m, after DM45. 4m in 
1996, on sales of DM3. 65b o. 

Richard Schramm, an ana- 
lyst at Trinkbaus & Burk- 
hardt in DOsseldorf, praises 
the company's effort to 
broaden its base, while Win- 
tried Becker, of Commerz- 
bank in Frankfurt, says: 
“Rheinmetall has reached a 
good critical size.” 

A keystone of the dlversifi- 



Hans Brauner targeting purchases In North America AshteyAshwood 


cation was Rheinmetall's 
teaming-up in 1996 with Brit- 
ish Aerospace and Baden- 
werk, the German utility, to 
take over STN Atlas, a Ger- 
man defence electronics 
company with expertise in 
guidance systems for torpe- 
does and tanks. 

While the new armoured 
vehicle contract is a . boost 
for MaK, Mr Brauner expects 
it to trigger consolidation in 
the sector because the win- 
ning consortium, which also 


includes Mannesmann's 
Krauss-Maffei unit and Weg- 
marin , a third German com- 
pany, “will he the winner for 
the next 10 years". 

"The group which wins 
this order survives in this 
business. It's a matter of sur- 
vival." he says. 

Although Krauss-Maffei 
and Wegmann have a joint 
venture awaiting the 
approval of the federal cartel 
office, he expects the three 
companies to develop a 


cross-holding arrangement 
rather than a merger. 

Together, the hardware 
and electronics parts of 
Rheinmetall's defence side 
should expand sales from 
DM2Jbn Last year to some 
DMdbn by 2000, says Mr 
Brauner. 

But the bulk of the group's 
growth will come from car 
parts, be reckons. An impor- 
tant step came through the 
merger, finalised in January, 
of Rheinmetall's Pierburg 
engine parts subsidiary with 
Kolbenschmidt. a rival 
engine specialist. Rheinme- 
tall has 75 per cent of the 
merged company, Kolben- 
schmidt Pierburg. 

Kolbeoschmidt Pierburg 
should raise sales from an 
estimated DM3bn this year 
to DM5bn by early next cen- 
tury, he forecasts. 

That growth will come in 
two ways. Mr Brauner says 
he is examining deals to buy 
companies with sales of 
between DMSOOm and 
DMBOQm. He believes a ris- 
ing number of such family- 
owned groups, concentrated 
in Germany, are becoming 
aware of the need for greater 
size but lack the resources to 
achieve it on their own. 

Mr Bra oner’s other target 
is North America, where be 
would like to expand sales. 
He declines to name targets. 


but says Rheinmetall will 
shy away from multi-billion 
dollar deals. The earliest 
opportunities could be dis- 
posals by Federal-Mogul, the 
US engine ' components 
group, to gain anti-trust 
approval for its takeover of 
Britain's T&N group, he 
hints. 

Rheinmetall is also anx- 
ious to expand sales in 
industrial electronics, from 
DM1.3bn last year to DM2bn 
by 2000. 

By contrast, only moderate 
expansion is planned in its 
machinery activities, two- 
thirds of which are in paper- 
making equipment. With 
papermaking hit hard by the 
crisis in Asia, Mr Brauner 
expects sales in the machin- 
ery division to creep up from 
DMl.ibn last year to about 
DMl£bn by 2000. 

With a DM200m capital- 
raising under way, Mr Brau- 
ner will not be short of cash 
for purchases. “But we are 
□ot looking just to increase 
volumes, but to grow prof- 
its." 

With roughly half Rbein- 
me tail’s sales outside Ger- 
many, Mr Brauner is keen 
on expansion outside 
Europe. If his plans succeed, 
the proportion of turnover 
from the Americas and Asia 
should rise from 20 per cent 
to around a quarter by 2000. 



B AT INDUSTRIES 

Financial services profit up 1 6%, 
with tobacco ahead by 7% 


Three months unaudited resufts 
to 31 March 1998 


OPERATING PROFIT 
PRE-TAX PROFIT 
EARNINGS PER SHARE 


£659m 

£573m 

10.7p 


+ 10 % 

- 2 % 

-4% 


Trading profit from financial services rose by 16 per cent to £298 million, with 
excellent results from almost all parts of the business. Non-life profit was 
22 per cent higher at £167 million, and life profit grew by 9 per cent to 
£131 million. 

Tobacco, trading profit at 069 million was 7 per cent higher and Group cigarette 
volumes rose 2 per cent. There were good performances from the Latin America, 
Europe and Amesca regions, partly offset by America-Pacific and Asia-Pacific. 

The pre-tax profit comparison was affected by the absence of last year's £46. million 
gain on disposal of a business, together with a higher interest charge and adverse 
currency movements. 

Muti progress has been made in preparing the Listing Particulars for Allied Zurich 
and British American Tobacco and the Board remains firmly convinced that the 
proposals will prove very beneficial for shareholders. 
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Shareholders gather round 
the Sage of Omaha 


The annual meeting of Warren Buffett’s Berkshire Hathaway took 
place this weekend. William Lewis attended the festivities 


I n scenes reminiscent of the 
11983 film Groundhog Day, 
I this weekend saw Warren 
Buffett and other sharehold- 
ers in Berkshire Hathaway 
reliving the traditional fes- 
tivities in the run-up to 
today's annual meeting of 
the investment company Mr 
Bufiett controls. 

On Saturday night, in 
front of a crowd including 
hundreds of faithful share- 
holders, Mr Bufiett - known 
as the Sage of Omaha - 
pitched the first ball at the 
Omaha Royals baseball 
game. Yesterday, accompan- 
ied by shareholders, he vis- 
ited Borsheim's, Omaha’s 
best known jewellery store, 
and then moved on to Gor- 
at's, a steakhouse run by one 
of his high school friends. 

It is the same every year, 
but Mr Bufiett shows no 
signs of wanting to break 
out of his annual routine in 
Omaha, the town he calls 
“the cradle of capitalism". 

Indeed he appears to revel 
in it. “We like thing s just the 
way they are here," he told 
the Financial Times while 
signing autographs at the 
baseball game. 

Furthermore, his warnings 
earlier this year about the 
future investment perfor- 
mance of Berkshire - which 
he is expected to reiterate at 
the AGM - will also have 
been familiarly reassuring 
for investors. “Our rate of 
progress in both investments 
and operations Is certain to 
fall in the future," be wrote 
in the investment company's 
annual report, published in 
March. “At our present size, 
any performance superiority 
we achieve will be minor." 

Shareholders have heard 
the same from Mr Buffett 
several times over the past 
four decades, but each time 
have cheerfully ignored him. 

In 1964 he told investors in 
the partnership which pre- 
dated Berkshire: “Our mar- 
gin over the Dow cannot be 
maintained." That year the 
return for investors was 27.8 
per cent against 18.7 per cent 
for the Dow. 

At last year's meeting he 
declared that investment 
returns over the next 10 
years would be substantially 
lower than in the past 10 to 
15 years as it would be hard 
to come by investment 
opportunities similar to 
Coca-Cola and Gillette, in 
which Berkshire has long 
held large stakes. 

Nevertheless, during 1997 
Berkshire achieved a per 
share book value increase of 
34.1 per cent. In the 1997 
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annual report. Mr Bufiett 
described this Investment 
performance as “no great tri- 
umph", but shareholders dis- 
agreed. 

The company's A-shares 
are now trading at $69,300. 
up by 50 per cent from 
$46,000 at the beginning of 
the year. Over the past 33 
years, Berkshire's book 
value has grown from $19 a 
share to $25,488. 

Yet there are signs things 
may be really rhanging far 
Mr Bufiett and Berkshire. 

Approximately 10,500 
shareholders are expected to 
attend the AGM at the 
Aksarben (Nebraska spelt 
backwards) Coliseum, mak- 
ing it one of the largest com- 
pany meetings in the US. 

The size of the meeting, up 
from only 12 people 17 years 
ago. to 5.400 in 1996 and 7.000 
last year, would be wel- 
comed by the chairmen of 
most public companies. How- 
ever, it appears to worry Mr 
Buffett, who has talked of 
the importance of having 
shareholders who feel and 
act as real owners of Berk- 
shire and not Just holders of 
its stock. 

**We don't want It [the 
attendance] to go over 
11,000," he told the Financial 
Times on Saturday. 

hi part, the rise in atten- 
dance is due to Mr Buffett's 
decision two years ago to 
introduce a new tranche of 
lower priced B-shares. It 
doubled the number of 
shareholders to 100.000. hun- 
dreds of whom are attending 
today for the first time: 

Yet old tuners say it is not 
just the numbers that are 
changing, but also the mix. 
They talk of a curiously inti- 
mate affair in the past, with 
Mr Buffett on first-name 
terms with many sharehold- 
ers. Today, the meeting 
appears to be a must-do for 


many Wall Street fund man- 
agers and investment bank- 
ers with their clients. 

Mr Buffet declined to com- 
ment on Berkshire's future 
possible investments, but 
warnings from him and his 
long-standing investment 
partner Charlie Munger, 
Berkshire's vice chairman, 
that they are having diffi- 
culty identifying the next 
big investment ideas are 
now beginning to be taken 
seriously by his shareholder 
followers. 

The hot topic of conversa- 
tion this weekend was Mr 
Buffett’s surprise leap into 
the volatile silver market. In 
February, in a move away 
from his renowned buy-and- 
hold- value investing tech- 
niques, Mr Buffett 
announced that Berkshire 
owned 129.7m tonnes of sil- 
ver, about 20 per cent of the 
world's total supply. In the 
annual report he disclosed 
that Berkshire had also been 
engaging in commodity spec- 
ulation, involving the pur- 
chase of contracts to buy 
45.7m barrels of crude oil 
and producing a pre-tax 
profit of $61 .9m. 

Put together with Berk- 
shire's sell-off last year of a 
large part of its holding of 
McDonald's, the fast food 
chain, some shareholders 
say they are now prepared to 
believe Mr Buffett's warn- 
ings that his traditional 
investment strategy is 
becoming difficult to sus- 
tain. 

Several investors queueing 
on Saturday night to meet 
him confessed to doubts 
about how much longer the 
“Buffett miracle" could con- 
tinue. “I have been meaning 
to come to this weekend for 
years but never got round to 
it." said one. “But I just had 
to come this year, you know, 
before it changes too much." 
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Honeymoon ends for Russia’s market 
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By John TbomMB in Moscow 


Last year, it seemed that 
foreign investors swallowed 
all the good news about Rus- 
sia and Ignored the bad. This 
year, the reverse appears to 
apply. 

While many of the world’s 
stock markets are soaring to 
new highs, the Russian mar- 
ket has been quietly crumb- 
ling. 

Foreign investors appear 
to have jumped on every 
scrap of bad news to justify 
selling Russian assets. 

In US dollar terms, the 
RTS index, which tracks 
Russia’s most liquid stocks, 
has fallen more than 21 per 
cent since the beginning of 
the year. 

Dirk Damrau. head of the 
research unit at MFK- 
Renais sauce, the Moscow- 
based investment bank, says 
there is “great sobriety" 
hanging over the market at 
the moment. 

“The euphoria of last year 
when everyone was saying 
‘Buy Russia!' has turned into 
more sober consideration of 
‘What on earth have we 
boughtr " he says. “Russia 
has been detached from 
other emerging markets in 
the first four months of this 
year." 

There appear to be several 
reasons for this. Hie most 
obvious is the renewed polit- 
ical uncertainty that has 


buffeted Russia after Presi- 
dent Boris Yeltsin sacked his 
long-standing prune minis- 
ter, Victor Chernomyrdin, 
and nominated the politi- 
cally unknown and inexperi- 
enced Sergei Kiriyenko in 
his place. 

Mr Yeltsin eventually 
browbeat a reluctant parlia- 
ment into approving Mr Kiri- 
yenko after a five-week 
struggle. Nonetheless, inves- 
tors remain cautious about 
the. new prime minister’s 
ability to implement tough 
policies. 

Last year, the Russian 
stock market surged when 
the reform “dream team" of 
Anatoly Chubais and Bora 
Nemtsov was put in place to 
run the government. But 
their reform drive later ran 
into the sand in the face of 
entrenched financial inter- 
ests; it is not clear that Mr 
Kiriyenko will fare any bet- 
ter. 

This time round, the mar- 
ket is only likely to be 
moved by proof rather than 
promise of reform. 

The second reason for the 
Russian market's weakness 
has been that investors have 
grown far more sceptical 
about the quality of assets 
they are buying. 

The financial turmoil that 
tore across south-east Asia 
drove home the importance 
of financial transparency, 
good corporate governance. 


Russia 
RTS index. 



1997 


1998 


and clear demarcations 
between government and 
business in sound market 
economies. 

On aB those fronts, Russia 
scores poorly. Success in the 
country's nascent market 
economy still depends as 
much on proximity to the 
Kremlin as it does on com- 
mercial acumen, while the 
financial workings of many 
industrial groups remain all 
but unfathomable. 

Although the transparency 
of financial reporting is 
improving, some observers 
even question the usefulness 
of Russian accounts pro- 
duced on an International 
Accounting Standards GAS) 
basis in providing a “true 
and fair" view. 

These doubts particularly 


concern the vexed issue of 
how holding companies can 
suck value out of tbeir 
daughter companies to the 
detriment of minority share- 
holders. 

Graham Houston, an asso- 
ciate director of Nera, an 
economic consultancy which 
has studied the financial 
reports of several Russian oil 
comp ani es, says: “IAS 
areotmta have proved useful 
in they have disclosed 
the existence of transfer pri- 
cing, but they do not indi- 
cate the volume of transfer 
pricing. That is my main 
-complaint." 

The third chief factor 
tmriwmnring Russian shares 
is th ?t the asset revaluation 
game has played itself out 
and investors are now focus- 


ing on the more uncertain 
prospects fra’ growth in earn- 
ings. 

A few years ago. Investors 
argued that the gulf between 
the valuation of Russian and 
international assets was so 
extreme that it was a "no- 
brainer" to buy Russian 

shares. 

But that margin fra error 
has been eroded over the 
past two years after the Rus- 
sian market surged in value. 
Now. investors arc concen- 
trating on the ability of Rus- 
sian companies to squeeze 
profits out of their vast 
assets: many are worried by 
how slow the progress has 
been. 

The fall in international 
oil prices has eroded the 
profits of the oil sector, 
which accounts for half the 
stock market's value. It has 
also increased the pressure 
the government's 


1" 
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It 


on 


finances, driving interest 
rates higher and damping 
economic growth. 

Mr Damrau argues that 
Russian equities are finally 
being judged by the same 
yardsticks as apply in any 
other market, showing how 
much the market has 
matured. 

Russia is no longer a “mir- 
acle market" capable of 
producing returns of more 
than 100 per cent a year. It 
will be a lot tougher slog 
from here. 
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Swiss insurers 
lift earnings 


By WBiam HaH in Zurich 


Big investment gains and 
low Insurance claims led to 
further sharp rises In profits 
for 1997 at Swiss Re and Zur- 
ich Group. Switzerland's top 
two insurance companies. 

Swiss Re, the world's sec- 
ond biggest reinsurer, lifted 
net profits by 45 per cent to 
SFr2.l2bn ($i.42bn). while 
Zurich, saw a rise of 37 per 
cent to SFrt.79bn, after a 
SFr457m charge for non- 
recurring costs. 

Swiss Re Is raising its divi- 
dend by 47 per cent to SFr44. 
while Zurich is increasing its 
pay-out by 25 per cent to 
SFr9. hi addition, it is paying 
a SFr3 bonus dividend to 
mark Its 125th anniversary. 

The results of both compa- 
nies were affected by acqui- 
sitions. Swiss Re’s purchase 
of Mercantile & General Re 
and Un ione Italians di Rias- 
sicurazione. contributed to 
the 60 per cent rise in gross 
life premiums to SFr3Jj6bn. 
Nan-life premiums grew 15 
per cent to SFrl3u86bn. 


Zurich's figures were 
depressed by costs related to 
the acquisition of a majority 
interest in Scudder Stevens 
& Clark, a US money man- 
ager. As a result its asset 
management operation 
reported a SFr288.6m pre-tax 
loss, compand with profits 
of SFr20.2m last year. 

Zurich's gross premiums 
grew 10.1 per cent to 
SFrftlbo, reflecting the weak- 
ness of the Swiss franc 
against several of Zurich's 
leading currencies. In local 
currency terms premiums 
rose 0.4 per cent 

Swiss Re said that in spite 
of a 43 per cent rise in share- 
holders' funds to SFrMJlbn, 
it raised its retur n on equity 
from 13.8 to 14 per cent Zur- 
ich, which for the first time 
has split out the results of 
its four core divisions, 
reported that pre-tax profits 
of its non-life business rase 
78 per cent to SFriRfibn. Pre- 
tax profits of life insurance 
rose 26 per cent to SFrS43m, 
while reinsurance profits 
rose 88 per cent to SFr286m. 
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Belgian bank directors 
meet on merger plans 


ai.r-mi' 




By Ned Buddey In Brussels 


Directors of G€u6rale de 
Banque, Belgium’s biggest 
bank, will gather in Brussels 
today for a meeting on plans 
for a merger with Fortis, the 
Belgo-Dutch financial ser- 
vices group. 

Talks were continuing this 
weekend following an acri- 
monious board meeting last 
Wednesday, with directors 
due to consider the merger 
plans again today. Analysts 
expect a decision this week, 
or at the latest at another 
board meeting on May 12. 

A positive decision could 
lead to a new Benelux bank- 
ing force in Europe’s top 10 
by assets - the Belgian gov- 
ernment’s long-desired 
“Grande Banque Beige”. 

A negative vote would 
force Fortis to choose 
whether to drop its ambi- 
tions towards the bank, or 
launch a hostile bid. 

Whether Fortis dropped 
out or not, other banks 
known or rumoured to be 


interested - including ABN 
Amro or Aegon of the 
Netherlands, Deutsche Bank. 
France's Credit Agricole or 
the UK’s Lloyds TSB - could 
also enter the battle. 

Despite tremendous exter- 
nal pressure for a merger, 
talks have been far from har- 
monious, with G£n6rale's 
management doubtful about 
the merits of a Fortis link. 

Gendrale’s management 
rallied enough directors' 
votes last week to block For- 
tis's request to make a pre- 
liminary inspection of its 
books. The request- was sup- 
ported by Societe Genferale 
de Belgique, which effec- 
tively controls Generate 
through a 30 per cent stake. 

The board said Fortis 
should gain such access only 
after a merger agreement 

A merger is strongly sup- 
ported by Soctete Generate 
de Belgique, and by its 
French parent group. Suez 
Lyonnalse des Eaux. 

It is also backed by Bel- 
gium's government, which 


has approved a draft law per- 
mitting the sale of the state's 
remaining 25.1 per cent 
stake in CGER-ASLK. Bel- 
gium's fourth-lnrgest bank, 
to Fortis. 

Analysts initially 
suggested Fortis would 
merge CGER - and Its other 
hanking assets. MeesPierson 
and VSB - into Generate, in 
return for shares in the 
enlarged group. Under Bel- 
gian law. this would avoid 
Fortis having to make a full 
bid for Generate. 

But other structures are 
now,, thought to be under 
consideration, with Generate 
managers unhappy at the 
prospect of ending up in 
another complex, multi- 
tiered ownership structure. 

They insist Generate 
should retain a stock 
exchange listing, its deci- 
sion-making centre should 
remain in Belgium, it should 
be free to continue its Euro- 
pean expansion, and its 
branch network should be 
preserved to safeguard jobs. 


Amsterdam bourse to 
relax its listing criteria 


By Gordon Qrarab in Amsterdam 


The Amsterdam stock 
exchange is radically to 
relax its listing rules to 
enable it to provide a base 
for capital-intensive interna- 
tional projects and compete 
better with other equity 
markets in the European sin- 
gle currency zone. 

It plans to abolish a 
requirement that companies 
joining its main board 
should have shown a profit 
in at least three of five previ- 
ous financial years. Instead, 
candidates would need to 
have existed for only three 
years, during which their 
earnings record would be 
irrelevant if they could 
attract shareholders' funds 
of more than FI 100m ($5GmX 

The move, yet to be 
approved by Dutch regula- 
tors, aims to provide a 
source of capital for infra- 
structure projects and for 
initiatives in fast-growing 
sectors such as telecommu- 
nications and biotechnology. 

It would also bring 
Amsterdam listing criteria 
more into line with Euro- 
pean practice as national 
exchanges are preparing for 
monetary union. The single 


currency is expected to trig- 
ger increased competition in 
the primary as well as sec- 
ondary equity markets. 

“In admission criteria we 
have been more cautious 
than any other exchange," 
said George M5Uer, presi- 
dent of Amsterdam 
Exchanges (AEX). “By the 
end of this year we would 
like to bring that level a bit 
more In line with the Inter- 
national environment. But 
we still want to be above the 
European minimum." 

This is one of several ways 
in which AEX, the operator 
of the Dutch equity, bonds 
.and derivatives markets. Is 
seeking to reinforce its posi- 
tion. Alliances with other 
markets would be inevitable 
at some stage, Mr Mailer 
indicated. “It is not likely 
that we will stay on the side- 
lines forever, untU the light 
goes out” 

But most exchanges in 
Europe remain membership- 
based associations, and AEX 
last year converted to corpo- 
rate status. “It is unlikely we 
would want to merge with 
an exchange which is still 
under a membership struc- 
ture," Mr MODer said. 

AEX acknowledges that it 


has in the past lost potential 
listings to Nasdaq of the US 
and to Easdaq and European 
domestic bourses. 

Its decision follows a study 
of admission criteria in sev- 
eral big markets. No other 
European market requires 
that a company have a prof- 
its record. Some, including 
London and Frankfurt, at 
times allow a dispensation 
on the number of years an 
entity has existed before it 
can launch an offering. 

AEX wants to reduce this 
from five years to three, but 
listing candidates will be 
subject to a tightened capital 
requirement if they cannot 
show an earnings history. 
The FI 100m minimum com- 
pares with only FI 10m in 
shareholders' funds 
demanded of companies with 
an adequate record. 

“They need to prove they 
have a certain amount of 
substance," said Mr Mailer. 
A lock-up rule would also be 
imposed, limiting share sales 
by directors of candidates. 

AEX, which is discussing 
the proposals with the 
finance ministry and the 
STE, the bourse regulator, 
hopes for agreement in the 
middle of the year. 
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Texas Uttttes (US^ 

Energy Group (U)Q 

Power 

$7.3bn 

Now recom- 

mended 

Rteed Bsevter 
(UK/Nethertands) 

Matthew Bender (US) 

Publishing 

ST.6bo 

Dual purchase... 

Reed Baevtar 
UK/Nettwfand 4 

Shephard's Co (US) 

PuMshhg 


...plugs gap 

Kirin Brewery (Japan) 

Lton Nathwi (NZ) 

Brawng 

$745m 

China syndrome 

Investec (SAJ 

Hambros (UK) 

Banking 

S706m 

Era ends 

Ban Corp (Iretand) 

Neurex (US) 

Pharmaceuticals 

$700m 

Change continues 

BSV (Spain) 

Excal Econocnteo (Brazil) 

Banking 

S450m 

Renews buying 

BAa (UK) 

Saab (Sweden) 

Aviation 

S444m 

Defence consolida- 
tion 
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Matetoft (Malaysia) 
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Nebraska plant 
for Caterpillar 


By Peter Maisft 

Caterpillar of the US, the 
world’s biggest maker of 
earthmoving equipment, has 
ann ounced the site of its 
new US factory to produce 
combine harvesters in an 
deal with CLaas, a German 
agricultural equipment sup- 
plier. 

Under the arrangement. 
Caterpillar Claas America, a 
5050 joint venture between 
the two companies, will 
make combines based on 
Class's design at a plant in 
Sarpy County, Nebraska, 
which could employ up to 
500 people early nest decade. 

Caterpillar declined to 
specify how much the part- 
ners are investing or produc- 
tion targets for the plant. 
However, analysts estimate 
it will cost about JiOOm and 
be aimed at meeting about a 
fifth of the US demand for 
combines by about 2003- On 
this projection, the factory 
would be making some 2,000 
machines a year by that 
time, worth about Wfta 

Caterpillar's move into 
combines - a Add ft left to 
the 1930 s - has sparked 
interest because only an esH- 
Sd 3 per cent of its 
SiA9bn sales last year came 

g.a^ricaltu mle qai^t 

Its main activity a toe 
manufacture of 
^traction machines sum as 
SvaVors. while » also 
makes large engines. 


“T he company would not 
be moving into this field if it 
did not want to take a share 
of 2030 per cent [of the US 
market] within a few years," 
said one analyst 

While the venture means 
increased competition in 
combine harvesters for 
Deere and Case, the two big 
US makers of these 
machines, the deal hasalso 
led to speoilatian that Cater- 
pillar may have its long-term 
sights on purchasing Class, 
a privately owned company 
that Is Europe’s biggest 
maker of combines. 

Cl a a s , which is still owned 
by the family that created it 
earlier this century, says it 
is not far sale but observers 
believe the investment 
required to remain a 
long-term operator in the 
highly competitive agricul- 
tural equipment industry 
may prove too much for a 
private company. 

Last year Claas bad sales 

of mnJbo and 

accounted far one rtf every 
three combines sold in west- 
ern Europe. _ . _ , 

Under the deal with cater- 
pillar, as well as providing 
the know-how for its Lemon 
combines, which will be 
made in the new Nebraska 
plant. Claas is also linking 
with the US group to Europe 
to tpAo a specialised form of 
-tracked” farm tractor 
already made by Caterpillar 
In the US- 
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Executives quit 
Zurich Group 


By Wlffiam Hafl in Zurich 

Steven Gluckstern. 47, a 
former US Investment 
banker who heads Zurich 
Group’s fast-growing rein- 
surance operations, and 
Laurence Cheng, 51. Zurich’s 
chief investment officer, are 
leaving its corporate execu- 
tive board to farm an invest- 
ment partnership- 

Zurich said that although 
the two executives were 
stepping down from its exec- 
utive board they would 
“remain affiliated" to the 
group. They are setting up 
Capital Z Partners, a part- 
nership that will manage pri- 
vate equity investments to 
financial services companies 
as well as hedge funds and 
other alternative invest- 
ments. 

The company; has prom-, 
ised to provide a “substan- 
tial part” of the capital of 
the new partnership and Mr 
Gluckstern will be non- 
executive chairman of Zur- 
ich Reinsurance (North 
America) and Zurich Centre 
Group. Zurich said Mr 
Gluckstern’s departure bad 
come sooner than expected 
but he had indicated for 
some time that he did not 
want to remain a manager. 

The departure of two Zur- 
ich executives is the latest 
sign of boardroom upheaval 
at the Swiss insurance giant, 
following a series of acquisi- 
tions culminating in Zurich’s 
forthcoming merger with 
BAT Industries’ financial 
services arm. Detlef Steiner, 
a former head of Zurich’s 
reinsurance activities, and 
Steven Timbers, chief execu- 


tive of Zurich Kemper 
Investments, have also left. 

Mr Ghickstem. one of the 
pioneers of new ways of 
transferring risk in file rein- 
surance industry, joined Zur- 
ich in 1987 to found Centre 
Re in Bermuda. That busi- 
ness, recently renamed Cen- 
tre Solutions, has grown into 
one of the most successful 
players in “finite risk” rein- 
surance and (filters from tra- 
ditional reinsurers by offer- 
ing tailor-made solutions to 
customers’ reinsurance 
needs while limiting the ulti- 
mate risk to the reinsurer. 

In 1997 Zurich's reinsur- 
ance profits rose by 88 per 
cent, to SFr286m (5192m) - 
the fastest growing part of 
the group’s profits. 

Mr Gluckstern took over 
as head of Zurich’s reinsur- 
ance business a year ago and 
was credited with giving the 
group, a competitive edge in 
pioneering investment bank- 
ing techniques to transfer 
risks in the reinsurance mar- 
ket He was also head of Zur- 
ich's capital market and ven- 
ture capita) operations. 

Zurich stressed that there 
would be no overlap between 
the activities of Capital Z 
Partners and Zurich Centre. 
Investments, its private 
equity arm. 

Dirk Lohmann, 45, who 
joined Zurich last August, 
win take over as head of Zur- 
ich's reinsurance business 
and Markus Rohrbasser, 44, 
will take over Mr Cheng's 
responsibilities for strategic 
finance and investments, 
investment management, 
financial products and Zur- 
ich Centre Group- 
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MIWIN6 UK BANK BA CKS AUSTRALIAN PROJECT 


Barclays in $3bn 
nickel contract 


By Kemeth Booting, 
MmfaS Correspondent 


Barclays, the UK banking 
group, has set a precedent 
not only by promising to 
fin anc e a US$450m nickel-co- 
balt project but also by 
agreeing to take all the 
metal it will produce for 10 
years. The value of this con- 
tract is nearly 53bn. 

The bank is backing the 
Marlborough nickel-cobalt 
project in Queensland. Aus- 
tralia. which is scheduled to 
start production early in 
2000 and a year later to pro- 
duce 28,000 tonnes of nickel 
and 2,000 tonnes of cobalt 
annually. 

Nickel is used mainly in 
the production of some types 
of stainless steel, while 
demand for cobalt has been 
growing because it is used in 
batteries, including those 
that power laptop comput- 
ers, mobile telephones and 
new electric vehicles. 

Colin Ikin, executive 
chairman of Preston 
Resources. which is 
developing the project, said 
it would he the world's 


lowest-cost nickel producer. 

Preston approached Bar- 
clays Metals at first for 
advice on selling the output 
from Marlborough, which is 
60km from Rockhampton. 
“ After they did due dili gent 
on the project, they decided 
to take all the copper 
cobalt and brought in Bar- 
clays Capital to arrange 
fina nce for the project. They 
moved with amazing speed 
after finishing the due dili- 
gence," said Mr TVin 

Barclays Capital win also 
provide risk management 
services during development 
of the project 

Mr Ikin said Barclays’ 
involvement ensured the 
success of the Marlborough 
project. Finding customers 
for nickel was not particu- 
larly difficult but the cobalt 
market was much less easy 
to break into. Barclays 
would also take the initial 
output even if it was not up 
to Internationa] qualify spec- 
ifications, thus guaranteeing 
the project's early cash flow. 

Barclays would pay prices 
related to those quoted on 
the London Metal Exchange 


for nickel and on the Metal 
Bulletin for cobalt, Mr Brin 
said. 

Preston bought the project 
from some prospectors only 
a year ago and so far has 
spent Ai25m (USSISm) on it 
The deposit was first discov- 
ered by Broken Hill Propri- 
etary, Australia’s biggest 
resources group, in 1964, and 
far 10 years BHP and toco, 
the Canadian group that 
is the world’s biggest 
nickel producer, studied its 
possibilities . However , 
they gave up, mainly 
because the technology to 
process the ore had yet to be 
developed. 

The technology - known 
as pressure add leaching - 
is now available and Marl- 
borough will be the fourth 
new Australian, mine to use 
it, moving into production 
about one year behind Reso- 
lute's BuJ crag venture, Cen- 
taur Mining’s Cawse project 
and Anaconda Nickel’s 
Morin Murin. 

Mr Ikin said Preston 
should benefit from the 
experiences of the other 
three. 
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DERIVAT IVES THE LO NDON EXCHANGE IS_FIGHT1_NG TO RETAIN ITS COMMANDING POSITION IN THE MARKETS 

Liffe faces up to the challenge 


By award urn 


The London International 
Financial Futures and 
Options Exchange faces 
another crucial moment this 
week as it finalises plans 
to alter its governance 
structure. 

The chang es, which will 

be put to the vote at an 

extraordinary general meet- 
ing on May 21, follow possi- 
bly the most turbulent 
12 months in the exchange's 
16-year history. 

to the past three months 
alone, Liffe has seen its com- 
winding lead in the tP ar kpt 
for the 10-year German gov- 
ernment bond future evapo- 
rate in the face of an aggres- 
sive challenge from the 
electronic Deutsche Tennin- 
bbrse in Frankfurt 

Partly as a consequence, 
Liffe has embraced elec- 
tronic trading and 
announced plans to intro- 
duce a new day-time elec- 
tronic platform in 1999 

Finally, the exchange has 
put forward plans to convert 
into a profit-based organisa- 
tion, as opposed to one that 
exists solely to serve its 
members. 

This would be disorienting 
enough in itself but further 
changes are expected to 


emerge from the meeting of 
the board of directors on 
Wednesday May 6. 

“There is a sense that Liffe 
is grasping the nettle to 
embra ce changes which will 
hopefully give it the flexibil- 
ity to meet the challenge 
from its competitors," said 
Edward Condon, head of 
European derivatives at 
Credit Suisse First Boston. 

Although there is no 
guarantee that the board’s 
proposals will be endorsed 
by the exchange's 2 IS mem- 
bers at the ECRf later this 
month, directors are plan- 
ning to add a couple of new 
elements to the reform plan 
this week. 

One possibility is that it 
wiB delay plans to develop 
its own electronic system 
and simply bay one off the 
shelt Matif. the Paris-based 
e xchan ge, which has an alli- 
ance with the DTB. Is 
attempting to sell its system 
to liffe. 

Another possibility is that 
the exchange would simply 
permit its existing after- 
hours electronic system 
(APT) to be used for day- 
time trading. This would 
enable liffe to introduce 
electronic trading well in 
advance of European mone- 
tary union. 


“If Ufie is serious about 
its move to electronic trad- 
ing, It has to offer its plat- 
form way before the last 
quarter of 1999.” said one 
broker in London. 

Second, the board wiO look 
at proposals to simplify 
lafie’s complex share struc- 
ture. which at present boasts 
eight categories. One option 
would be to offer the same 
type of share to all share- 
holders. 

Third, after having 
announced that it will sever 
the link between member- 
ship trading permits on 
the electronic platform, the 
board will look at whether it 
should do the same on its 
“open outcry" floor trading 
system. 

This could prove difficult, 
as many “locals" (specula- 
tors who trade on their own 
account) will resist such a 
move. 

In addition to moving to a 
profit-based outlook, Liffe’s 
members will also be asked 
to approve 130 job losses at 
the exchange. The Liffe exec- 
utive says these are essential 
if the exchange is to reduce 
fees and other costs to 
ensure that it remains com- 
petitive. 

Members will also be 
asked to approve the reduc- 


10-year benchmark brad yiete 

Per cant 


Gemaw 
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tion of the Liffe board 
from 24 to 18 members and 
the appointment of a 
full-time (and preferably 
outside) chairman of the 
board. 

Although Liffe has been 
attacked for not going far 
enough in its reform plan, 
many members believe it is 
going too fast 
“If you look at the sum 
total of these changes, they 
are quite radical and some 
members don’t want any 


1996 


change at all,’* said one 
board member. 

Others, however, think the 
blueprint could have been 
more far-reaching. 

“There will still be a split 
on the board between those 
representing locals and 
those representing the big 
Institutions like the banks," 
said one broker. 

“We won't know whether 
these changes will do the 
trick until they have been 
implemented." 
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NEW YORK 

By John Anthers 


After a surprise drop In 
non-Earm payrolls In March, 
the latest monthly report on 
US employment conditions, 
due on Friday, seems likely 
to bring a return to the 
strong jobs growth that has 
now become the norm. 

However, after last week’s 
signs that the halcyon days 
for the US economy axe not 
yet over - above-trend 
growth has yet to rouse a 
fresh spark from the dying 
embers of Inflation - there 
seems little reason for this to 
disturb the sense of calm 
that returned to the markets 
at the end of last week. 

April's rebound in hiring 
is likely to reflect in part a 
reaction to the weather- 
induced slowdown or the 
month before - a factor that 
weighed on construction and 
retail employment in 
particular. Timing factors in 
the way the survey is 
conducted (the gap between 
survey weeks is five weeks, 
rather than the four of 
March) are also expected to 
lift the latest measure. 
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Standard & Poor’s MMS 
expects payroll growth of 
around 270,000 - ahead of the 
first-quarter monthly 
average of just over 2004)00 
but below the average of 
300,000 in the second half of 
1997. The latest increase in 
employment is expected to 
push unemployment back 
down to 4.6 per cent. 


By Stave Thompson 

Investors will be hoping that 
London's equity market can 
extend the scintillating 
performance o f last w eek 
which saw the FTSE 100 
recross the 6,000 level and 
the two junior FTSE Indices 
close the week at record 
highs. The market's recovery 
stemmed from the shift in 
perceptions about interest 
rates in the UK. the US and 
Germany. 

Worries that rates in all 
three countries might have 
to rise were largely dispelled 
by compelling evidence that 
inflation pressures are 
negligible; in Germany the 
Bundesbank left rates on 
hold; in the US gross 
domestic product data was 
accompanied by the lowest 
animal increase in prices in 
34 years, while in the UK the 

f^1P* i|aafng Manag ers Tnrimt 

for manufacturing in April 
fell below SO. its first 
contraction in two years and 
a clear indication of a 
slowdown in the economy. 

So Wednesday's meeting of 
the Bank of England’s 
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monetary policy committee 
is unlikely to see any change 
In rates. 

Economic data expected 
this week includes MO 
de tails for April, new 
construction orders for 
March, housing starts and 
completions for March and 
the CBTs April survey of 
distributive trades. 


By Andrew Fisher 


Ger man fmanrun markets 
will be overshadowed by the 
Brussels decisions about 
European monetary union 
and the painful compromise 
over the presidency of the 
European central bank. 

While markets had became 
used to the idea of 11 Emu 
members, the awkward 
manner in which Wim 
Dmsenberg was named head 
of the ECB - with him 
agreeing to stand down on 
age grounds mid-way 
through his eight-year term 
- is bound to cause concern 
among investors. 

The stock market has 
anyway had a turbulent time 
recently. The DAX blue-chip 
index ended a period of 
relative softness by roaring 
back to life on Thursday, 
before the May 1 holiday, 
with a 3.1 per cent rise to 
5,241.23 points. It has been 
up to 5.400 in recent days, 
but the market took fright at 
the possibility of higher US 
Interest rates. 

Favourable US economic 
news has eased these fears. 
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but the German equity 
market is expected to remain 
in a consolidation phase 
after its steep rise in the first 
floor months. 

This week brings 
unemployment industrial 
production and order inflow 
data. On the corporate side, 
figures are due from Hoechst 
and Krupp-Hoesch. 


TOIOfG_ 

By Mchiyo Nakamoto _ 

Next week is a short week 
tor Tokyo where the last leg 
of the Golden Week holidays 
will keep the market closed 
for Monday and Tuesday. 
Trading is likely to be 
subdued for the rest of the 
week as well, as Investors 
return from a stretched-out 
holiday period that began 
last Wednesday. 

Furthermore, investors are 
suffering from a lack of 
incentives after the 
announcement of the 
government’s Yi6.000bn 
economic stimulus package, 
which failed to impress. 

Even reports that the 
ruling Liberal Democratic 
Party may adopt perm anen t 
tax cuts in the summer, did 
not ignite enthusiasm in 
trading last week. Taku 
Yamasaki, a leading LDP 
politicians who was in the 
US last week, reportedly 
informed the US government 
that permanent tax cuts, and 
a possible new economic 
stimulus package were 
under consideration. 

In addition, few analysts 
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expect any major news 
ahead of the Birmingham 
summit in the middle of the 
month. 

As a result, the market is 
expected to focus its 
attentions on forthcoming 
results and corporate 
restructuring plans slated 
for announcement toward 
the latter part of the month. 


COMPANIES DIARY 


Hi g hli g ht on Asia and 
the UK housing market 


The annual meeting season 
continues apace in the UK. 
with a trading update on 
Tuesday from Alliance & 
Leicester likely to focus 
investor attention on the 
home loans market. The 
Standard Chartered annual 
meeting on Thursday could 
put the effects of the east 
Asian financial upheaval in 
the headlines, particularly as 
it comes on the same day as 
Royal Bank of Scotland is 
likely to reveal the si2e of 
exceptional charges related 
to its Asian exposure. Also 
on Thursday, housebuilder 
George Wimpey could give 
further evidence of a stable 
rise in the UK housing mar- 
ket . On the results front. 


J Sains bury and Whitbread 
on Wednesday could shed 
more light on recent evi- 
dence of consumer strength, 
although Christmas has 
been a weak time for some 
retailers. 


TUESDAY 

• The annual meeting at 
Alliance & Leicester, the 
demutualised bank, may 
bring some comments on 
tough competition in the UK 
mortgage market, which has 
been hi g hli g hted by recent 
statements from the Halifax 
and Abbey NationaL 

• Investor interest is likely 


to focus on any improve- 
ments in margins when Sid- 
iaw, the flexible-packaging 
group, announces interim 
results. There may also be 
news on the progress of inte- 
gration at its Spanish 
operations. Halfway figures 
last time marked a return to 
the black before exception- 
als. and a consensus of esti- 
mates suggests a figure of 
about £3 .3m ttiis trrnp_ 


WEDNESDAY 

• Scottish Power, which 
recently walked away from a 
takeover of Florida Progress 
of the US, reports final fig- 
ures and the manag ement 
may use the opportunity to 
explain how it will pursue 
its ambition of becoming a 
large international electric- 


ity supplier. There may also 
be same views on the prog- 
ress being made towards the 
opening of the UK electricity 
supply market, and an 
update on the development 
of Scottish Telecom, which 
on Friday announced the 
purchase of Demon Internet, 
the largest independent 
internet service provider in 
the UK. This will be the first 
full-year contribution from 
Southern Water, which it 
bought in 1996. A consensus 
of analysts’ forecasts sug- 
gests a pre-tax result of 
£639m for the year to March, 
up from £579m in the same 
period last time. 

• J Sainsbmy full-year fig- 
ures will be inspected for 
evidence that the food 
retailer is returning a sus- 
tained improvement in sales 
growth, although this may 
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Capital stock Lit 410,203,571,850 fiifly paid up 
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ORDINARY GENERAL MEETING OF SHAREHOLDERS 

The Ordinary General Meeting of the Company 1 ! ShafaraWen was held in Turin on April 27. 1998 under the dnimandtp cfAawneyYiODrio Di kebno. 
The General Meeting : 

- approved the firawal satements lor the year endng December 31, 1997, complete with (he Report of the Board of Directors and the certification 

of Arthur Andersen SpA, which show a net profit of 1 ,554j biton be; 

defiberated that the net profit for the jrar be asfeied as Mows 
Lit 1 8.0 bdfton do the legal reserve: 

Lit 380.0 blion to the accdmed depredation reserve 
Lit 457.6 bffion to the extraordnary reserve; 

Lit 698.9 bfion to remuneration of the company's dare capital, with attribution cf the ortfrnry tax aedt utSnble without Motion. as erviaged 
In Ankle 14 of Presidential Decree Na 917 of December 22, 19B6, in die amount of Li. 86 {eighty -ax Ere) far eadi of the 1,564,954,263 savings 
shares and Lit 8S (eighty - he Ire) far each rf the 6&9.1 17.174 ordrary stores; 

approved the acquisidan afa rrnrimum of IMOMOQ of the Company's shares, to be areied out within eighteen months of the resohition,ai a 
price not less than Lie. 4j0Q0 and not more than Uc.16,000 per oninry share and the subsequent sale o drake 

The General Meeting dedded that the members of the Board of Dtaxors were m be 7 in number and appointed the foflowiig far the three-year period 
1 998-2000: Vito Gamberale - Chatman -. Carlo CastelmaFuWo Conti, Umberto dejufia, Francesco De Leo, Giovanni ftoss^duGusaroYtsentn. 

The Genercl Meeting also appointed the fallowing to be members of the Board of Authors far one year Retro Adonnto OahmamVlncenzD La Martina 
and Ganfranco Zanda Effective Authors Leonsfa Uwi and Antonino Sanmanano Siemute Awfitorx 

Lastly, the General Meeting conferred the cask of awfiong and aertrfying the anraal accounts and raking a fimfted axfit of the htf-yaariy reports upon Arthur 
Andersen SpAfar the thr e e -y ea r period 1998-2000. 

The new Board of Directors hdd their first, meeting ' oi ane dtitel y afar die conclusion of the General Meeting of Shareholders and appointed their Chief 
Executive Officer in the person of Umberto dejufia 

DIVIDEND PAYMENTS 

The (ftridend for the financial year 1997, which a mo u nts to Lit 86 (eighty - six Ere) far each savin g share and Ut8S (ogny-five Ire) for each ordinary share 
wffl be paid as Sum May 18. l998omvanhactheregweredoSceioftheGon^anyhTuin.ftABertohNa34n:rfieiurfiorisadtianfafei»/inthenotwe 
of convocation of the General Meeting as pubtohed on April 1998 and at Monte TitoiSpA, far the shares which k manages, ftyiwntt* *e tfiridend for 
both types of share wfi be node against detachment of Coupon Nol 

This notice can be found also at the following Internee address bupJfwmukni. 

This notice a being pubhhed In o onfauni t y with the regulations approved by means of Catsob's resolution No. 5553 of November 14,1991. 



not be forthcoming. The 
recovery in 1997 may have 
faltered over. Christmas. 
David McCarthy at BT Alex 
Brown has told clients; 
“These full-year results will 
be critical, with reassurance 
on both second-half sales 
and current trading. Given 
the recent slowdown in 
industry sales and the 
increase in competitive 
activity, this may not be 
forthcoming.” A consensus 
of analysts' forecasts from 
First Call, the estimates ser- 
vice, suggests a p re-tax fig- 
ure of about £723m far the 
year to March, an increase of 
about 19 per cent 

• Whitbread shares have 
outperformed the FTSE 100 
by about 15 per cent in the 
past six months, and the 
foil-year figures are likely to 
see that 'trend' continue.- 
Rumours continue to circu- 
late about an exit from brew- 
ing, but the recent closure of 


two small breweries indi- 
cates no farther move now. 
Its inns side, which produces 
40 per cent of profits, is 
expected to put in a strong 
performance although its 
pipeline far new sites will be 
of great interest A consen- 
sus from First Call suggests 
a pretax advance of about 9 
per cent to £347m (£317m) for 
the year to February. 

• Willis Corroon, the 
insurer, has not had great 
success in its US operations, 
and it may signal a move 
towards the option of leav- 
ing that se gment via a dis- 
posal First-quarter pre-tax 
figures are expected to be 
about £44m(£46m). . 




• When Royal Bank of Scot- 
land ann ounces interim 
results, the size erf its excep- 


tional provisions regarding 
its Asian exposure is set to 
be of some interest. 
Although the group said at 
its recent AGM that it had 
an exposure of less than 1 
per cent of assets to problem 
countries in the region, the 
provision may be about 
£35m in the first-half. How- 
ever, analysts expect the 
Royal Bank to produce a 
healthy 15 par cent underly- 
ing growth, helped by its 
retail banking side. Investors 
are also likely to want some 
explanation of the bank's 
strategy if It does not clinch 
the purchase of Birmingham 
Midshires building society, 
for which it was pipped at 
the post by an offer from 
Halifax. A pre-tax figure of 
£382m-£392m is expected, up 
from £369m. 

• UK housebuilder Prowt- 
ing is likely to continue the 
trend of good figures from 
the sector when it reports. In 


November it talked of mar- 
gin improvement and ana- 
lysts will be interested to see 
if this was sustained. A con- 
sensus of forecasts from 
First Call suggests a pre-tax 
result of £l&3m for the year 
to February, strongly ahead 
from £7.6m last time. 

• SiJentnighL the beds and 
furniture maker, is expected 
to produce another set of 
record final results, helped 
by strong bed and cabinet 
«m 1 ps. However, its German 
operations may have seen a 
fall in profits owing to weak 
demand. A consensus of 
forecasts from First Call sug- 
gests a pre-tax result of 
£16£m. 

• AGMs Include Amvescap. 
BTR. Cadbury Schweppes. 
Cape, Croda International. 
Bernard Matthews. Rio 
Tinto. Servisair. Standard 
Chartered. George Wimpey. 


NEW INTERNATIONAL BOND ISSUES 


Banner 

is mu 


Gap® Wtf Lao* BriHonr 
Uta* % Pra . * onllp 


taut 

n. 


Om Ml level) Bo* -ram 
%. Mte % . saodto 


aams 


Saa(i] ISffln 

Torah Boer eras Cap On 

M h fc O W tt N 5S0 

Medlf*M|# 20 

ifotoHmOi 200 

IHn tori d Brig 90 

BBnMffftM* 30 

Bento* Cop* cab 500 
Rertfcof Tutor 300 

L-tok 150 

TDCrinritans 750 

Santa Haritaptat 500 

TriUaAgndn 408 

Fratt tor DuW Wt 250 

CDnesteta 200 

BtapfeOai*: 100 


96-1, Ora 2317 


COT tow Tort 
PidklJetaftgftt 


BnoVtoio 
Banco UBS tad 
(MaFtanQirt 
MIMS 


tar 20(0 snu 

bbr 2B0B &35£ 

intotou 1114 
Iky 2001 4J5 
to? 1999 0 

ta>a»saf 

Ik? 2003 100 
Ik? 20038575$ 
By 2082 4J5R 
S52D03SW# 
Mar 1939 B 
**2008*1251 
•tar 2003 oi 
to 2000 6JM 

Mar 2005 
items n# 
ikjaB _p5 
Mv200BM8f 

Sam Fi) 

1% 2001 1125* 
to 2001 11004 
Ha? 2001887$ 

tala® H 


»OBR 

10150* 

B5KR 

96J53H 

39.77R 

sura 

99JS 

sura 

333101 

T0M2B 

sun 

T8M21S 

S9M 

MBB 

burr 

moo 

9B.47R 

9388) 

99791 

S7JJ0R 

taunt 

moo 


6.133 43283 50 COTWanttJP Nopi 
&B5 4fi9(SVftCE| irinUP Itogn 
tdmMm 

EL972 +Z4(5 3 sFeb01| 


DtintortanttortlMNda 200 1*238 4.75 99JBB7R 4.776 tlBff'jtaa KG Bargs 
Bnpean Mfc 5aa 2, A2kt Tto B«?2008 5J5 8B195R 5356 ABHteso 


5429 43998M 

5JJB6 MaSLprifflifaB 

fiM tSXfflfl ta KBartoosIkBl 
5JB94»&tUT|taata3fi 
5395 470pHSB CSFMAobMbs 
S tan MkBnvr 
922l4Mgtftoi(qQton tatata kti 
arfnStong 
6033 mpypoa Cantata 
6SB7 473(6^0109 Ltaai tatn 
riBWaopVtovZTJMvn Stan 

- - DtataBta 

6573 4BCAM8 COT 

ItainSltarmr 

1U*4570|5VWuK*W 

112t4SD|5¥tt0t}DataJs Bta 
B57543Z7pVflW1)4»tatl 

- - COT 


Rnaikr Drift Ut 
fmaMCtjUfm 

MSTfiXUVI DOLLARS 

iin M2on «») »sra 

150 tar 2003 M 100018R 
125 mtftd (AI) 10Q 00 
100 k« 2001 4JQ&) 99JE31 
150 Ve 2003 pi) 9L99R 

4i51 *601 

COT 

8anjjpSft«ni SB 

UendL)taM 

BtaJriCmU 

CDC MnbBlDorite 

«964acari«0Cflpt 
CNMDWf IXKiWS 

300 U*2D03 f) 

99.735 


BsdqsCtota 

FMCnfttetat 

500 Akf 2003 (U 
m M 2001 525 

99XR 

- 

ID Saddles 


940631 

5301 rilMIUH 
L358r3&2lrtffl 

BBC DS Ata Ktteb 

RnOaBCOp 

lammaoim 

mo KV2000 525 

9SBQR 

A CSC Wood tady 

lBSJteta>taftik 

KB Uay 2001 425 

10125 

7.787 

ID SecerfSes 

Casantak 

100 toy 2000 4250 

101.14 

7814 

CBA 

Drataertata 
LUSOOJR& RWCS 

HO llte 2003 725 

100995 

7528 

TD Saante 

KmfeOtaiBtaaii] 

2te is 2000 « 

102.75 

524 

Kredtatabn 

DMtUtadstam 

sramw 

an in 2004 n 

100130 

* * 

BL 

tad Bta 
HtfQJSJBRS 

20b NfM 725 

sa«fl 

7.429 

mum 

ktenfetd Ftara top 

200 lb) 1998 1025 

10495 

9212 

DadaJeBta 

Htnl Lfncb S Co 

175 Mq 1999 1180 

1000011 

1100 

Menflironu 

DM Marita Horn 

TWBHiaE 

200 Ikf 1939 1450 

10095 

9.460 

Do&cbrBta. 


COT lota Bond) 
EEOC 

RMfcrisHrpoM 

DtftHUto) 

Gtta 

TnfeUU 


Ik? 2010 5375 
Ik? 2902 2375 
Ma? 2003 4m 
Afr 2005 BC25| 
Fob 2005 5JOO 
taf3B 5325 
is 2005 825 



Newtetiltotakntt 
Nntkrftrlifta, Wn 

61855 Ftaani fij 5 

Moim 


. 

SBCraUBS 

5u to ®ii m 

1040* 

«• 

- 

sacwrajBS 

tadBtai- 

90 Ar20»&lta 

ltiOJX 

4263 

- 

BJMriteU 

BK krentaid Fbona 

SOD Ds2(IZ3 4aa 94947R 

686 +29(6%DBC2a Batoseritn 

SgadftEanOsM 

ItanttoBritiiSodri 

« Km 2000 6.WW 

19080 


• 

El raswtea* 

72 to 2003 mu 

7082 

7271 

• 

HnB Ljncb HI 

Rori Bta sf Stated 

HHCKRMCS 

72 to 2® an 

70515 

7203 

“ 

IfetaLjtaH 

StabdB ItoHiHOteiM 

an 9(7 2005 580 

99868 

58a^7ijApr05)SR5G 

EmpaobteSaa2.A1W Kr to 2083 4875 

99M1 

4811 

m 

an ara 

Paafc lBi Fwfctfj) 

an to 2009 550 

9987* 

5515 


CDC Matt* 

BKCR 

tat 

Z3X to 2005 580 

BBL54R 

5880 

M9B 

tan 

MgsBrivCrift 

mUWURE 

15bn to 2001 580 

9996 

* 

- 

kmnkrinrita 

SaMataHgfn 

nan Afr 2BU fm 

101875 

. 

. 

Itogn Sater CM 

WIBaftW 

I50ta Jazns fcrj 

BS5CR 

* 

- 

San ttiTuifftf 

Tfl0UMJ9M.A1W 2632*1 % 2600 (21) 

1040* 


- 

Dadktatotam 

itookto.T8W.MOt Die 2001 W 

100805 

•> 

- 

CwJWfcnjm strtjf 

GUWCMta 

SMS HtfMCS 

sate to2DB3 58D9 

1IJL415 

4878 

" 

DtaftaMtakLm 

Olrifti ftantaWai 

sos toaoe & 

10189 

4274 

- 

CSFBDttariflta 


tffcpkilfcft SSBOta Ifc? 1939 MUM 10030 SBCWartugDR 

M tom, MHI utas sand. VMd na lover ratownt BMnmant took to Cnndi mM 
by tarn s mmm. Sdmrttote. tflotagtat note, eta) mu m t s . MirieM. ^cn*-jn»al 
am and ft M (Mltorjita. to dato KMdMmWiw U Fa&* nte) 

Si tan. Bn 56 dtex bta to Piirtimiii toon. Rmhbi bum Jto 0B ■ pgr. cl) 3-atoi Ltonr 
437iito te M 08. ten *187^tp- <9 LBicr *iS0bp. to ftymaete h Ba prior to 6m Spend 
ntetob to FBtomt Era bands. 0 Strand an ton tan. OrWrabr Portobn*. CtoWdr tain Ha 
0*to par.fl> tk. 7J2jn- H«n Un m Nk 829 yn. 3-atti Ubsr tTSbp. Q Cta C: 

E&n. 3-ndb Ubar pgrR &49 yn. tf Fiotattov «Ui OKBOOm nw Eou. (tot 31 days axmL 

-“ttSETtai ■ ■ 

Oi) 
Bd 
lot 



Ubar tan. A)Pn 

pc. n i IB d par. Ai) Ubv +^bp. O l 





435* F)Se 

Co. FI? 3tah Ubar «l2%bp. Q bKtedn FFribn hen d MJ4R. *19». n ntay mn 
tan** to t J) 3ndh Itoar *15bp. to l-otoi Ubar -I2«*ip Hate; Ykdds n taM STSte 


STOCK INDICES 



Hw 1 Apr 30 Hf 28 Apr 2B t€* 27 Upb Lb* m» Un 

60103 53283 6833.1 58083 STBA «I(BJ 50848 81088 S66J 

98538 58104 65848 55678 6660.0 SB38 47842 fdU 13794 

57048 5BSL4 56232 5B208 36205 57048 48043 BOI8 13743 

28952 2B9L1 28178 28078 2774,1 39238 3444.7 36448 6645 

268883 29*587 2B346S 262452 202481 2ta83 232418 2BW1 1363.79 
265325284485 2632.75382491 292494 58 6*39 231419869430136479 
292277 Z79BJ9 2750.41 274481 27DB8B2M7J8 239432 ZB4787 6182 



—1999 - 

taj ta30ta29ta2anprz7 hoo low 


Mgh Low 


142383 141SJ0 1412.10 141 18B 141 181 14248S 126477 142183 31.14 
277987 278287271483 271182 2C6&S1 292488 223440 29I48B 204487 
1221.07 121 182 119287 11HS 116422126381 971 93 128483 87488 
39728 99202 3752.7 3738) 37106 38728 305A 39728 4&4 

MB 38 104J7 10448 10439 1*184 19880 9131 14184 49.1 a 

14287 14183 141.41 14188 10427 14287 11432 14287 5053 

127431 129886 127987 129594 132942 138187 92935 2D74B1 90382 


SAINT-GOBA1N 
ECU 125,000^)00.- 
Variabk interest Rate 
No Fixed Rede m pt k m 
Date 


k tonnd tout dbe rat 
gpvOctoMa for tbc 
n ow K tndi period toss 
beta Sxtd at 4 3%. 

Tbe Conpon N* 27 wfl be 

pjpaMe xx fnm October 

30th, I99B at a price of 
ECU 114.38 npnmta a 
petted of 183 dqs nrnnlng 
from Apofl 30th, 1998 Co 
October 29th, 1998 
(bataded). 

The Fiscal 

tad Reference Agnt 



Financial Times Surveys 

The Actuarial Profession 

Friday June 5 

For further information fjleasc contact: 

Derek van Tienen on 

Tel: e4-t 14-12 S43 300 or Fax: ^44 1442 843 123 
or Tel: .44 171 S73 4356 or Fjx: r44 171 873 4S62 

financial t ime s 

No FT, no comment. 






LONDON RECENT ISSUES: EQUITIES 


Iten MB nt CBM 

pdas ptot cop 1999 (the MOtetaRE 

f n gtaj tat Stetto p ' fc car, jto ad 


_ 

FP. 

25.4 

103ft 

83H JSMfeB 

B5M 

tft 

- 

- 

- 

_ 

STS 

fP 

B58 

no 

715 AM 

620 

-» 

- 

- 

— 

- 

1 

F8. 

— 

Win 

BTHJtateatataC 

90 


- 

- 

- 

- 

•wo 

ft. 

357 

mz 

NO Ateed2)Cr 

102 


- 

- 

- 

- 

4 

F2. 

101 

s 

5 ICoftteQJLWta 

5 


- 

- 

- 

- 

- 

F I. 

CUM 

1 

1 tOa terete 

1 


- 

- 

- 

- 

— 

F2. 

- 

100 

100 Chat Bn w ver 

too 


- 

- 

- 

- 

_ 

f P. 

693 

148 

126ft tOatnftbttn 

MBS 

*4 

- 

- 

- 

- 

- 

fJ>. 

194 

3* 

«KMid 

» 


“ 

- 

- 

- 

• 

FA 

207 

10 

9KMBC0 adopt 

117ft 

-1 

- 

- 

- 

- 

• 

FJ>. 

07 

KB* 

n Da Zaa DW Pit 

103ft 


- 

- 

- 

- 


ft. 

208 

111ft 

KB DO 6» Cta 2005 

KBft 


am 

- 

7J 

- 

_ 

f P. 

1590 

353ft 

33 UP 

329ft 


Li7 

U 

18 268 

m 

F P. 

390 

97ft 

sni Lbntovcrs 

97ft 


- 

- 

- 

- 


F P. 

488 

250 

iROtdart 

255 

*6ft 

as 

62 

18 

162 

_ 

fP. 

1117 

30ft 

276ft OaMCba 

308ft 


- 

- 

- 


• 

t P. 

188 

92ft 

SO ibBtbf VCT2 

90 


QA 

- 

13 

_ 

- 

FJ». 

- - 

3B» 

34ft TOBBOtOvO 

S6H 


- 

- 

- 

- 


t Kitem ni i i 01 ii ourt —wl S mtg tot - i n dri ll ftr«M u »t ii toim aftec ggr i ra g a uf, 
rtr to He Uatn Sbm Sanfea mte 


FTSE GOLD MINES INDEX 


%«*0 

Mar <*«o mi Cap GoM ana te HE 52 nta 
1 imam Om Hbm rate Hta im 


Gate teton faxtext 

■ fUfltend todton 

T279L21 +208 

3680 

10088 

180 

- 

161083 

88183 

Africa (14) 

140*85 *21.1 

974 

2683 

386 

31.02 

1B8425 

921.78 

Attentate (71 

1520.12 +31 £ 

439 

1187 

282 

20.77 

192174 

93383 

Norte ftmnca (ID 

1213.41 +796 

2285 

61.80 

1.01 

45.44 

1574.16 

864.86 


cappng. fix i — ina m m nttt mscma nn k w a m « cantai 
tat LB »** Boa tttec 100009 


RIGHTS OFFERS 


bn 

tan 

P 

Amant 

tad 

w 

latad 

Ravn 

cbte 

1B9B 

to tow 

Stack 

Ckteng 

pnrap 

■nr- 

00 

■ 

27ft 

1»4ftn 

14*» 

Ancdteteg 

IMgn 


325 


IBS 

44ftpn 

3ton 

ftoqartmn 

43pm 





13ftpoi 

lOftMl 






IK 

17hpn 

5p*l 

Hsnory Qvp 

IIHta 

-ft 



1375 

lOftta 

test 

Ihnmont 01 & On 

THp* 

-h 

tatm 

kSL 

7/S 

ISftprt 

6ta 

fttettliTta 

Tftta 

+1 








FINANCIAL TIMES MONDAY MAY 4 1998 


23 


CURRENCIES & MONEY 


Digesting Emu deal 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


By Richard Atoms 


The foreign exchange 
markets will begin the weds 
digesting the deal agreed in 
Brussels by which WIm 
Dtfsenberg win spend four 
years as the European Cen- 
tral Bank's first president 
befor e stepping down "vol- 
rantarfly" on grounds of age. 

The need for a political 
compromise to satisfy 
France, which had put up its 
own central bank governor 
for the job, is expected to 
weigh on the D-Mark and the 
other euro-area currencies - 
in the short tern at least 

Analysts believe .sterling 
may head back towards DM3 
and the dollar back towards 
DM1.80. Short-term reaction 
will also be sensitive to any 
response from the Bundes- 
bank, which warned last 
week against exactly thin 
sort of compromise. 

However, Avinash Per- 
sand, at J. p. Morgan, said 
the negative reaction should 
be short-lived. He argued 
that the euro-area would 
endeavour to repair any 
short-term loss of credibility 


with a co-ordinated interest 
rate tightening. The insis- 
tence that countries should 
enter monetary union at 
their central Tates in the 
exchange rate mechanism 
suggested" the" pound would 
sotm weaken again and the 
&eek drachma strengthen 

In the UK, most analysts 
expect the Bank of 
England's monetary policy 
committee leave interest 
rates unchanged following 
weak economic data. Th e 
pound dropped towards 
DM2.96 last weak as the 
Brussels’ summit 
approached. 

The dollar also weakened 
against the Emu bloc of cur- 
rencies, and the receding 
c h an ce s of an interest rate 
rise in the US. This week, 
dollar traders will be anx- 
iously awaiting Friday’s US 
employment numbers, in 
case of a repeat of last 

KUmth’S surprise armnunm . 
meat of a fkn in non-farm 
payrolls during March. 

Analysts expect a rebound 
in employment in April and 
a continuing rise in average 
earnings. 
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CROSS RATES AND DERIVATIVES 


WORLD INTEREST RATES 


EXCHANGE CROSS RATES 
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THE EURO'S CONTRIBUTION TO GROWTH 


A bigk degree el monetaiy con- 
veigeoce has bees reached aiready 
before the start ef EMU. This bodes 
wefl for monetary stability the 
paerequisite for a stable eera, which 
preraises to coptribate to econoimc 
growth in Europe, as widely fluc- 
tuating exchange rotes tend to crhnp 
growft. 

According to the convergence reports 
presented by the EU Comnrission and 
the European Monetary histitutfl at the 
end of March, eleven EU member 
statu ate eligible for membership in 
the European Monetary Union (EMU), 
which is due to begin on 
1st January 1999. The 
progress made towards 
convergence has. on die 
whole, been quite impres- 
sive. The currencies par- 
ticipating in the European 
Monetary System IEMS) 
were hovering close to 
their central rales in 1997. 

The convergence of na- 
tional interest and inflation 
rates has been no less 
remarkable. The Ell's 6DP- 
waighted average inflation 
rats in 1997 was 19 per 
cent; compered with 5.4 per cent in 1990 
and 12f per cent ten years earlier 

Honstny convergence 
Thanks to monetaiy convergence, one 
of the most difficult hurdles on the way 
towards of a durable .stability union" 
has been cleared. For once the single 
currency has bean introduced, the 
countries in the euro-zone will no 
longer be ablato use exchange rates to 
compensate for divergent economic 
trends. In the past currencies have 
been devalued mainly for the purpose 
of offsetting an inflation-induced loss in 
a country's international competitive- 
ness. The steady convergence of 
monetary data, however; has largely 
obviated the need for the EMU 
candidates to use exchange tales as a 
tool of economic policy. 

The D-mark's exchange rare against 
the other EU currencies has largely 
offset these inflation differences. In the 
past25 years. the German currency has 


appreciated vis-3 -vis the currencies of 
its EU partners by no less than 217 per 
cent In the past two years; however, 
with prices moving more or less in 
lockstep as EMU draws nearer, 
exchange rates have remained more or 
less unchanged. 

This monetary convergence will make 
it easier for the European Central Bank 
to do its job. Although small inflation 
differentials will remain even after EMU 
has been established, it is not to be 
expected that a return to the old spend- 
thrift ways will cause inflation gaps to 
widen again: 

Inflation Differential and Exchange Rale 

GMasuy ra. tbe plfacr EU countries 
■toMffOTM Parcantag* DoiM 


personnel expenses in connection with 
currency management; end hedging 
costs. 



1374 1878 1382 1968 19H 1084 1087 


The Stability Pact requires the EMJ 
countries to pursue the goal of fiscal 
consolidation on a durable basis. Their 
obligation to reduce the national debt, 
mainly by cutting public spending, does 
not end with their accession. Fiscal 
consolidation wffl cause interest rates 
to fall, which, apart horn stimulating 
economic activity, will bring additional 
budget relief and strengthen the auro. A 
stable euro, intern, wil keep the cost of 
imports low; which will also help to 
contain inflationary risks. 

The European Central Bank's 
c ommi tment to a stability-oriented 
monetaiy policy mil lay the bans for 
inflation-free economic growth in the 
participating countries. The euro itself 
is expected to provide additional stimuli 
to growth. The single currency wffl do 
away with currency conversions, 
which will bring considerabfe savings 
in costs. Currency transactions involve 
a great variety of costs banks charges 
and commissions, personnel and non- 


Gan ra efficiency 

The IFO Institute in Munich estimates 
that these transaction costa amount to 
no less than one per cent p.a. of the 
EUs GDP. The euro is expected to 
eliminate about 9] per cent of these 
costs. This means that about DM 100 
bfflfon will be saved annually Another 
advantage imH be ths gain in efficiency 
resulting from die elimination of un- 
certainties in planning and pricing in 
.Buro-tand*. 

Greater market transpar- 
ency and a more secure 
basis for planning are 
therefore expected to bring 
a further increase in cross- 
border trade in the EMU. 
Exports of goods and 
services accountfor 30 per 
cent of the EU's GDP, with 
trade in the single 
European market making 
up two-thirds of the total. 
Competitive pressure in 
this market wiB increase. 
Increased competition will 
enhance the efficiency of the European 
economies and stimulate innovation, 
ft is, of course, difficult to quantify the 
thrust which EMU, thanks to toe 
absence of currency shifts, will give to 
growth, Ifvre assume that growth posts 
a real tyi per cent of GDP, this impetus 
would already correspond to about £ 
billion in the first year Assuming an 
average growth rate of 3 per cent 
(including euro's contribution], the EU's 
GDP will expand by about DM 440 
billion over a period of tan years. This 
would be equal to Belgium's total 
national output EMU is not a panacea 
for all economic ills, of course. But a 
stable euro, which will, for example, 
tome the member states to speed up 
Structural adjustment; should make a 
welcome contribution to growth. 

Bayarkcfafl tandasfnrir 
De^sffeatnr nl Ecooonic Research 
Briesoer Stt 18 - D-88333 Mtoetisa 
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FT GUIDE TO THE WEEK 


MONDAY 4 


Peace talks divided 

Attempts to break the 14-month 
deadlock in the Middle East peace 
process resume today fn London, where 
Madeleine Albright. US secretary of state, 
will hold separate meetings with 
Benjamin Netanyahu, the Israeli prime 
minister, and Yassir Arafat, the 
Palestinian leader. The most that is 
expected is enough movement to prevent 
the Oslo peace accords signed by the 
late Yitzhak Rabin, Mr Netanyahu's 
predecessor, from collapsing. Israel may 
agree to troop withdrawals from about 10 
per cent of the West Bank, and the 
opening of airport. This falls short 
of US proposals and commitments made 
by both the Rabin and Netanyahu 
governments. 

Torture session 

The United Nations committee against 
torture meets in Geneva for two weeks to 
review the compliance of 10 signatories 
to the UN's anti-torture convention, 
including Guatemala, Sri Lanka and 
Israel. Israel has been asked to respond 
to ‘‘well-founded" allegations of torture of 
Palestinian detainees, following the 
committee's call a year ago for a halt to 
Interrogation methods such as sleep 
deprivation, violent shaking and death 
threats. Israel denies torture but says 
"moderate use of physical pressure" 
during interrogations has saved innocent 
lives by uncovering plans (or terrorist 
violence. 

Biodiversity meeting 

Participants from 180 countries meet in 
Bratislava until May 15 for the fourth 
conference of Parties to the Convention 
on Biological Diversity, established with 
the long -term aim of reversing the 
destruction of species and ecosystems 
around the world. Their aim will be to 
heighten international governmental 
awareness of the need for effective 
conservation programmes for inland 
waters, marine and coastal areas and 
agricultural land, and management of 
dwindling biological resources. 

Commodity techniques 

The United Nations Conference on Trade 
and Development (Unclad) starts a 
three-day expert meeting in Geneva an 
the use of risk management techniques 
by commodity-dependent countries. 

Holidays 

Australia, Japan. Ireland. Ukraine. UK 
(Uffe remains open because of the EU 
meeting on May 2 and 3 that will decide 
which countries will be included in 
European monetary union). 


TUESDAY 5 


Strength in numbers 

Trade ministers From 7^ developing 
countries that have a trade and aid treaty 
with the European Union meet in 
Barbados seeking a common position to 
present to the EU for a new treaty after 



Bejamln Netanyahu, the Israeli prime minister, and Yassir Arafat, the Palestinian leader, try to keep the Middle East peace process alive at separate meetings in London today 


2000 when the current pact, the Lome 
Convention, expires. They object to the 
EU's proposal that four or five 
agreements with different regions be 
negotiated, rather than an omnibus pact. 
States in the African. Caribbean and 
Pacific grouping say they have strength 
in numbers, and do not want to be spirt. 
Cuba, not a member, but which wants to 
be, has been invited as an observer. The 
EU will consider Cuba's inclusion in a 
new treaty. EU officials will join the ACP 
ministers on May 7 in what is likely to be 
the first skirmish of several over the next 
18 months. 

Annan in court 

United Nations secretary-general Kofi 
Annan is due, as part of his African tour, 
to visit the International Criminal Tribunal 
for Rwanda (ICTR) in Arusha, Tanzania, a 
UN court set up after the 1994 genocide 
to try the ringleaders. 

Trade matters 

The Foreign Trade Association and 
Forum Europe hold a joint conference in 
Brussels on "Global trade: the outlook for 
textiles and other consumer goods". 
Contact (322) 738 7594. 

FT Surveys 

Ukraine; Bangladesh; Rhone Alpes. 

Holidays 

Japan. South Korea, Thailand, Kygyzstan, 
Bahrain*, Gambia, Iran, Mexico. 


WEDNESDAY 6 


Franco-German summit 

Helmut Kohl, the German chancellor, will 
meet France's president, Jacques Chirac, 
and prime minister Lionel Jospin in 
Avignon for a two-day Franco-German 
summit The leaders are expected to 
prepare for up-coming G-8 and European 
Union summits in Birmingham and 
Cardiff respectively. 

Dutch vote 

The Netherlands goes to the polls in a 
general election that will test the 
durability of the three-party coalrtion 
formed in 1994 among social democrats, 
free market liberals and reformists. The 
partners have been critical of each other 
during the campaign on issues such as 
the level of health and social security 
spending, the need to maintain the 
country's recently much improved state 
finances, and the extent of commitments 
to transport and the environment. The 
PvdA labour party of Wim Kok. prime 
minister, enters the contest as favourite. 



If it emerges far enough ahead of the 
others, the PvdA could reject the often 
difficult WD and the waning D6G in 
favour of a link-up including the Christian 
democrat CO A. 

Food for thought 

The potential contribution of the 
Mediterranean diet to world health is the 
subject of a debate in Geneva organised 
by North-South Media Encounters, a 
non-governmental group, with the 
support of the World Health Organisation. 
Southern Europeans suffer less heart 
disease than their northern counterparts. 

FT Survey 

Review of information Technology. 

Holiday 

Bahrain'. Iran, Lebanon, Senegal. 
Pakistan". 


THURSDAY 7 


Power to the city 

Londoners vote in a referendum on 
government plans for the first 
capital-wide election next May of a 
mayor for London and for a greater 
London authority that would co-ordinate 
policies in areas such as planning, the 
environment tourism and transport. 
London has been without a city-wide 
authority since 1981 when the then 


! Conservative government abolished the 
Greater London Council. 

Board meeting 

Hearings begin in the European 
parliament on the nominees for the 
executive board of the European Central 
Bank, starting with the president. The 
parliament's economic and monetary 
affairs committee will give its 
| verdict on the nominees on May 11. 

Commonwealth human rights 

Professor Amartya Kumar Sen, Master of 
Trinity College, Cambridge, gives the 
inaugural Commonwealth Lecture on 
“Human Rights: Is There a 
Commonwealth Perspective?" in London. 
Contact (44) 171 930 3783. 

FT Survey 

Business of Travel. 

Holidays 

Bahrain*. BangaJdesh", Pakistan*. India. 


FRIDAY 8 


Taiwan's trade bid 

World Trade Organisation members meet 
to consider Taiwan's application to join 
tiie world trade body, the first formal 
meeting of the working party since March 
1997. fhts leisurely timetable reflects the 


fact that under a 1992 accord Taiwan 
cannot join the WTO before China does 
- and China is not ready. Taipei applied 
for WTO entry m 1990 and has 

completed bilateral talks with all but two 
main trading partners, including the US. 
The European Union and Switzerland 


Refugee problem 

The United Nations High Commission for 
Refugees and Organisation of African 
Unity hosts a regional meetin g in 
Kampala to discuss the protection of 
refugees and their impact on host states. 
Countries m the region will said 
representatives of ministerial level 


FT Survey 

Investing in Central and Eastern Europe. 

Holidays 

Bangladesh. Thailand. Czech Republic, 
Denmark, France. 


SUNDAY 10 


Democracy test 

Paraguay's fledgling democracy faces a 
key lest in presidential elections that 
came to the brink of being postponed 
due to bitter infighting between factions 
of the ruling Colorado party. The 
Colorados have ruled Paraguay through 
fair means and foul for more than half a 
century, clinging to power even during 
the transition to democracy that fallowed 
the overthrow of dictator Alfredo 
Stroessner. After ditching populist former 
genera] Lino Oviedo as presidential 
candidate, the Colorados are straggling 
to unite behind a new ticket headed by 
businessman Raul Cubas Grau. The 
opposition Democratic Affiance coalition, 
led by veteran Liberal Domingo Laino, is 
standing on a modernising, 
anti -corruption platform. Mr Oviedo, 
convicted last month of mounting a coup 
attempt in 1996, remains in jail. 

Big brothers 

The 15-day summer grand sumo 
tournament starts m Tokyo. Wakanohana, 



an azekj, the second-highest rank, will be 
fighting to be promoted to the highest 
rank, yokozuna grand champion. If he 
wins the title, Wakanohana and his 
brother Takanohana, known as the 
Waka-Taka brothers, will be the first 
siblings in sumo history to achieve the 
rank of yokozuna. 

Holiday 

Malaysia. 

‘Tentative date, dependent on sighting of 
the moon. 

Compiled by Roger Beale 
Fax (44) 171 873 3196 
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Other economic news 

Tuesday: The US leading 
economic indicators index for 
March is likely to ease only 
slightly from February's 0.4 
per cent monthly increase, 
following some strong gains in 
stock prices. 

Wednesday: The key UK 
purchasing managers index 
for the service sector will be 
watched for signs of a 
slowdown in the sector's 
activity. The Bank of 
England's monetary policy 
committee's monthly meeting 
starts, with its decision 
announced on Thursday. 
Thursday: Japan's current 
account surplus in March is 
likely to have grown at an 
annual rate of over 50 per 
cent. A monthly surplus 
around Y 1600 bn is expected. 
But the trade surplus should 
show a slowdown in growth. 

In Germany, the rate of 
unemployment is set to 
decline further, after stranger 
growth in the western part of 
the country and expanded 
labour schemes throughout 
the country. 

Friday: US employment 
should recover from its 
decline in March, when 
non-larm payrolls fell by 
36,000. Average hourly 
earnings are predicted to rise 
by 4.3 per cent annually. 


ACROSS 

l Ex president used to being 
on the carpet 161 
4 Equipment taken by a 
surfer to the coast? (Si 

10 Flayer inserts key In a lock 
IT) 

11 1 call round on pressing 
business t7i 

12 Bargain Tor crop (4) 

13 The late shift? (10) 

15 Freezes dessert to eat later 
142) 

16 Lace with gin perhaps, it's 
divine! (7) 

20 Economise in vain iti 

21 Joined a football dub ( 6 ) 

24 Surprise someone more 

than he can say? (6.4 » 

26 Grasping what is meant by 
average (4) 

28 Making a comeback, cover 
girl presents a problem t7) 

29 Ends an interim arrange- 
ment (71 

30 Supplementary course (4.4) 

31 Novelist about fifty? Not 
quite ( 6 ) 


ECONOMIC DIARY 


Statistics to be released this week 


Day 

Released Country 

Economic 

SMMIa 

Medan 

Forecast 

Previous 

Actual 

Day 

Released Country 

Economic 

Statistic 

RliMUMl 

Prevfous 

Actual 

Mon 

Germany 

Apr purchasing managers Indexf 


56.71 


Germany 

Mar man uf ring output pan Germany* 0.5% 

0.4% 

May 4 

China 

Apr retafl sales 


6.8% 


Germany 

Mar industrial production west* 


- 0.1 % 


Canada 

Mar building permits' 

2.1% 

14.3% 


Germany 

Mar industrial production easT 


-4.2% 

Tues 

Italy 

Mar producer price Index** 

1.1% 

1.3% 

Fri 

Germany 

Apr unemploymentt pan Germany 

■5k 

-2k 

May 5 

UK 

Apr provisional M0 


N/A 

May 8 

Germany 

Apr unemploymentt west 

-10k 

-11k 


US 

BTM -Schraders May 2 


0.5% 


Germany 

Apr unemptaymentt east 

5k 

9k 


US 

Mar leading indicators 

0.2% 

0.4% 


Germany 

Feb employment? west 

10k 

38k 


US 

Mar home completions 


1.46m 


Germany 

Apr vacanclesT west 


6k 


US 

Redbook May 2 


3.7% 


Germany 

Apr shorttime nott west 


-7k 

Weds 

Italy 

Apr consumer price indx (ax -tobacco)' 02% 

0.0% 


Canada 

Apr employment?* 

35k 

18k 

May 6 

Italy 

Apr consumer price inx (ex-tobacco)** 

1.8% 

1.79* 


Canada 

Apr unemployment rate 

8.5% 

8.5% 


UK 

Apr Chart Inst Purch' & Supply survey 


60.3% 


US 

Apr nuntam payrolls 

270k 

-36k 


Canada 

Apr help wanted indexf 

140 

138 


US 

Apr manufacturing payrolls 

5k 

3k 


US 

Mar factory orders 

0.3% 

-05% 


US 

Apr hourly earnings 

0.3% 

0.3% 


US 

Mar factory Inventories 


0.5% 


US 

Apr average workweek 

34.8 

34.7 


Japan 

Apr trade baton’ (first 20 days noff) 


Y353bn 


US 

Apr unemployment rate 

4.6% 

4.7% 

Thura 

UK 

Mar construction orders 


N/A 

During the week... 




May 7 

UK 

Mar housing starts 


N/A 


Germany 

Mar capita) account 


DM1 .3bn 


UK 

Apr CB1 distributive trades 


14.096 


Germany 

Mar net foreign band purchases 


DMie^bn 


US 

Q1 productivity preliminary 


1.6% 


Germany 

Mar manuring orders pan Germany" 

0.3% 

0.3% 


US 

Kter wholesale inventories 


1.1% 


Germany 

Apr final cost of Gving* west 


-0.3% 


US 

Mar wholesale sales 


0.5% 


Germany 

Apr final cost of Bvtog** west 


urn 


France 

Apr forex reserves 


FFr346 bn 


Germany 

Apr coat of living* pan Germany 

0.2% 

-02% 


US 

Mar consumer credit 

S3-5txi 

S7.0bn 


Germany 

Apr cost of living** pan Germany 

1.3% 

■«.1% 


Germany Mar industrial production pan Germany*0.4% 4X7% ’montii on month. wi ywr. h*3scna»y actuated StatisScs, courtesy Standard & Poet's MM£ 


TELEFONICA, S. A. 

(Formerly Telefonica de Espana,SA.) 

1997 FINAL DIVIDEND 

In accordance with the corresponding by-laws, Telefonica. SA 
(formerly Telefonica de Esparia, SA) will distribute a final 
dividend (to be charged to the 1997 figure for net income) for 
the 1997 fiscal year which, bearing in mind the withholding taxes, 
will be the following amount for each of the shares indicated 
below: 

Gross amount Net amount 

GIN Code Ntanber of Shares 


(Pesetas per share) 


ES0 1784300 15 I to 939.470.820 


62.00 


46.50 


This payment wDl be carried out from May 18*1998 onwards, 
through the following entities: Banco Bilbao Vizcaya SA, Banco 
Exterior de Esparia SA and Caja de Ahorros y Penslones de 
Barcelona “La Caixa". bi order to receive this payment the 
corresponding Certificate of Ownership, Issued by the Clearing 
and Settlement Service (Q Servido de Compensacfon y 
Liquidation deValores,SA) must be presented. 


Madrid, May 4*1998 
CORPORATE RNANCE DIVISION 


55 y Telefonica 


DOWN 

1 Chief craft sought by teach- 
ers ( 8 ) 

2 Laymen have na chance of 
success 19) 

3 A form of need where there 
was none (4) 

5 Involved in happy oriental 
festival ( 8 ) 

6 They're widely grown for 
eating (5,5) 

7 Fiancee of a Buckingham 
Palace guardsman (5i 

8 Assimilate a summary ( 6 i 

9 Excited by Italian wine - 
red to start with t5) 

14 Don't maintain a well-bal- 
anced pace? (3.4.3) 

17 Currently about to happen? 
(2J3.4) 

18 New crusades for old 
vehicles (4.4) 

19 It may be put on disc ( 8 ) 

22 House gets these speeches 
from one of the parties ( 6 ) 

23 Commonest name for a 
forger i5) 

25 Directed - in a straight 
line? (51 

27 It could be for a Malayan 
vessel (41 



MONDAY PRIZE CROSSWORD 

No.9,672 Set by DANTE 

A magnum of Laurent Perrier Ros4 champagne for the first correct 
solution opened. This prize is available only to winners riving in 
E nglan d. Scotland and Wales. Winners with overseas addresses will 
receive a stainless steel FT desk clock. Solutions by Thursday May 14. 
marked Monday Crossword 6.872 on the envelope, to the Financial 
Times. I Southwark Bridge. London SE 1 9HL. Solution cm Monday May 
18. Please allow 28 days for delivery of prizes. 

Name-—. ..... 

Address 


BUSINESS EDUCATION 


FULL SCHOLARSHIPS 

Offered by U.S. Unhmnritns for Master's degree applicants in 
Computer Science and Management Infor ma t io n Systems. 
Must have Bachelor's degree, 2+ years work experience in 
C.S., end be proficient in EngEsh. Contact 
Education Opportunities in America: 
edoppg@efn.org or Fax: 541-344-3391 (USA) 


Solution 9,660 
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